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| LETTER OF TRANSMITTAL 





House or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington 25, D. C., February 24, 19565. 
Hon. Caru VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CuatrMan: A report of the investigating subcom- 
mittee of the Committee on Armed Services for the 83d Congress was 
submitted January 3, 1955, concerning the sale of commercial life 
insurance in Europe under license of the United States Army. 

That report contained the recommendation that the 84th Congress 
continue to investigate other facets of this subject. 

The staff has continued studies on certain phases of the matter 
and there is transmitted herewith an exchange of correspondence 
relating to representations made to the subcommittee. 

Respectfully, 
F. Epwarp Hfépert, Chairman. 
11 
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SALES UF COMMERCIAL LIFE INSURANCE IN EUROPE UNDER 
LICENSE OF THE UNITED STATES ARMY 





Exnuipir No. 1 


O’Harre, O’ConNnor & JONEs, 
Frankfort on the Main, Germany, January 10, 1956. 
Mr. Joun J. Courtney, 
Special Counsel, House of Representatives, 
Committee on Armed Services, Subcommittee on Defense Activities, 
Suite 306, Office Building, Washington 25, D. C. 

Dear Mr. Courtney: During the hearings which your committee conducted 
at Heidelberg, Germany, on December 6 and 7, 1954, I was requested to furnish 
the committee with (1) a breakdown of the slot machines by serial number or 
import registration number, which had been brought into Germany on an AE 
form 69 supplied by Rhein/Main Air Force Base; and (2) a list of the life insurance 
agents banned by the European Association of Life Underwriters for violation of 
military regulations controlling the solicitation of commercial life insurance 
throughout the area of the Federal Republic of Germany. 

There is enclosed for your files an abstract of forms AE-69 and AE-302, issued 
at Rhein/Main Air Base to cover the duty-free importation of coin-operated slot 
machines during the period January-November 1954. The delay in forwarding 
this information to you was something I had no control over since the files were 
with the Air Force OSI Office and were only delivered to me yesterday. 

In addition, there is enclosed a breakdown of the placement of coin-operated 
machines from General Distributing and Exporting, Inc., sold to the various 
nonappropriated Air Force clubs throughout Europe. I have marked for identi- 
fication the abstract of forms as exhibit A and the placement of coin-operated 
machines as exhibit B. 

There is also enclosed for your files a list of banned agents which I have marked 
for identification as exhibit C. 

Realizing the committee’s interest in the cancellation rate and loss ratio of the 
insurance companies doing business with members of the Armed Forces, I have 
prepared a list of the 15 largest life insurance companies in the United States 
together with a group of 15 additional companies selected from the various States 
where the members of the committee reside, indicating the cancellation rate and 
loss ratio of the companies designated. I forwarded the original of this list to 
my law partner, Mr. Charles E. O’Connor, at Washington, with the instruction 
that it be forwarded to your committee. In view of the fact that Mr. O’Connor 
is about to leave Washington and the letter sent to him may not have reached 
him, I am enclosing a copy of the list which I ask you to make a part of the 
record to be submitted to the full committee. \ . 

Trusting that the above complies with the wishes of the committee and with 
kindest regards to you and the other members of the committee I had the pleasure 
to meet at Heidelberg and Wiesbaden, I remain, 

Yours very truly, 
WatTer W. O’HarReE. 


(Notre.—This letter was received too late to include in printed record.) 
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Exursit B.—Placement of coin machines from General Distributing & 
Exporting, Inc. 


Landstehl NCO Chab...< cncess cc 15] NCO Club, Laon, France rasa 8 
Landstuhl Officers Club_______.-- 6| Officers Club, Laon, France 7 
Fuerstenfeldbrueck NCO Club 7} American Legion, Kaiserslautern.. 5 
Fuerstenfeldbruck Officers Club_ 7 | Officers Club, USAF, Paris_ 3 
Hahn NCO Club-_ a _ 19] Officers Club, ’ Chate auroux, 
Hahn Officers Club 5 France__- : 1 
Wiesbaden Neroberg Officers C lub- 5| NCO Club, C hateauroux, France__ 6 
Wiesbaden Air Base Officers Club. —_ 5] Officers Club, Vienna- 3 
Spangdahlem NCO Club_ 15] Airmens Club, Tullen, ‘Austria... 2 
Spangdahlem Officers Club- 6} Phalsbourg N.CO Club, France__-- 5 
Top Three Club—Trier.._ _ 4/St. Mihiel, France NCO Club 4 
Erding Air Base 12} Nouasseur Officers Open Mess 7 
Freising Officers Club . 2} Nouasseur NCO Club__ 11 
Rhein Main Officers Club... _---- 12} NCO Club, Chaumont, France.... 4 
Rhein Main Rocket Club_____- 10} NCO Club, Linz, Austria_ 6 
Rhein Main NCO Club_ 7|Lua Officers Club, Hoerse hing, 
Wiesbaden Rocker Club_____- 8 Austria_ _ - oe ae 5 
Bitburg Officers Club-_-- _... 13| Rabat Officers Club_____-__-- ‘ 6 
Bitburg NCO Club ii 14] Salzburg Officers Club_ _- 2 
Ramstein Officers Club____-- . 12 Sabre Club, Vienna_- 2 
Neubiberg NCO Club__ . 16| Landsberg NCO Club____- ae 
Tempelhof Officers Club_ 6] Sembach NCO Club_.___~-_- as 1 
Silver Wings Club, Te »mpe lhof__ - 3] Neubiberg Officers Club__ : 1 
Toul Officers Club____- 5] Erding NCO Club.-__---- l 
RAF Station Brize Norton, ‘Oxon, EM Club, Zone B, Linz, Austria.. 1 

England___-_-~-- oie cic hee i aa — 
NCO Club, ‘Orly, France ______- 5 COE oo weber 320 
Officers C lub, Orly Field, F rance_- 5 





Exnuisit C 


EUROPEAN ASSOCIATION OF LIFE UNDERWRITERS, 
Frankfurt-Main, Germany, January 10, 1956. 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
Subcommittee on Defense Activities, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Courtney: The following-named life-insurance agents have been 
banned from solicitation of commercial life insurance in the area of the Federal 
Republic of Western Germany: Mr. Stanley Burke, Mr. Sylvester Munn, Mr. 
Donald J. Lynn, Mr. Charles Kivlin, Mr. Ira J. Roberts, Mr. Felix Stewart, 
and Mr. Herman Brown. 

In addition to the above, a number of agents have been banned by Headquarters, 
USAREUR and USAFE, such as Stuart W. Reichstein, and others. 

Yours very truly, 
Watter W. O’HaIRE. 


59074—55——_2 








‘E IN EUROPE 


AN( 


INSUR 


LIFE 


} 
lu 


CIA 


> 
v 


COMME! 








{ ‘ ~ 
s f 
, 7 erg 
t *4$ ry 

. ZU%S 
6r It j 
sR f, OS 
CZ1 RLO O79 
COS ‘7 1%.¢ 









tit 
ZO8 “SFI 
% ‘6ET aZ9 I 
879 ‘Z68 “OSl 
“ e! 
CER CLE PSs 
) e ‘EZ l 
» ‘2090 ‘EATS 
ge I 
“ 9A 

















I 








t 
I 





(Augurseryy “WNp{UBI JO ‘souor a 10ouu0s).O ‘alIB fT .O 
61 ‘OT “UB UO jesuNOo) jetoodg jo s01YJO ay} 0} pedaalfep puBy SBAL JuUaTI9yByS SIG) 





‘pgLlaury JO $9781 P NIU 8yIJOS as 1940 UIOIJ UIOpPUBI 18 pexord 
eas nT OT : BI al ISI] SOT c Nj—aLoN 
ayy {posuee ATRopoqeydye ‘voHoULY Jo soywIS Poul ay} UT ST SoSAT] OY} OsW PoPs|] SoFUBAUIOD ST ISA N 





“x0 S 
SZIT J 





eyed “OO 


xO], ‘OOV A 
RR 


sv 














is O1GO 
ry JBUOTIEN OTGO “ol 
wins S1OPVABL TL, “CT 





























““"P NT SHIBA jo {uo souBINSUy] [t Wuepnig “tI 

eee “09 suy ayy] [enn UU “EI 

K'N A MON “OD souBINSUy] VT AOA MON “OT 

SS ae w-----g1 yy OOYNVATI “OD GoULINSUT OPT [NINN WIoISAMYWON “TT 
66F ‘EER ‘ORB J c 





sseyy *U jsog “OD souk su] ry TenunyN pue[sug MON ‘OT 
ene : KN ‘MJOX MON JO “OD dounmnsuy oy] [eNININ °C 





ROP ‘LLP SRE E 
CR EOL ‘REO 'F 















‘ t'N BMON “OO BUBINSUT IT jgousg [euinw 8 

eve © A ‘O72 uBINSU] ol] ueil > oe 

eee ----sguy ‘UOISOs ISU] AFIT [ERAN $7908 9 

eee ssvyy “PPV I rT Tengnyy YoooueH, uyor ¢ 

“ERE ET sii “ay ‘HI0R MON *s ) JO Ayotoe aouRInssy el] eat nba *- 

ie . ALN yuo, ‘paoyyaey “OO vouRInsuy oyvT Tt nin} noryoeudoy *€ 

vt Oe oe . . = ployjivy ‘OD souvinsuy aj] [Bsoule¢) qynooouuoy *% 

a uUoD ‘paojyeR ‘OD souLInsU] gyi] eujyoy “T 
992 ‘S68 EhL 11S ‘ 





seq Ul ae 
1oq uinu 
axed 


361 “vod 


WUBINSUT 





[PS61 ‘S34 joy oouBinsuy 1 8,jS80q :e0U0l jay] 


sa1updwoo aoupansur af) U1Dj499 fo 8U0270]]90UDI fo p1093y 


Z ‘ON LIaInxy 








SALES OF COMMERCIAL LIFE INSURANCE IN EUROPE 


Exuirir No. 3 





Dwicut, Royau., Harris, Koraen & Caskey, 
Washington D. C., January 21, 1955 
Hon. Wiiii1am E. Hess, 
House of Representatives, Washington, D. C. 

Dear Mr. Hess: Having attended the Armed Services Subcommittee hearings 
in Cincinnati and Heidelberg, Germany, I noted the unfavorable reference given 
Texas insurance companies having a high rate of lapsation in their policies. I 
wish to make the record complete by affording you a copy of Mr. Fred B. Dickey’s 
sworn statement, which should have been made a part of the printed record. 

Mr. Dickey, president of the Service Life Insurance Co., of Fort Worth, Tex., 
quotes statistics from Best which show that the major life-insurance companies 
of America have comparable lapsations with the Texas companies. 

Sincerely, 
Ratpu D. PirrMan. 


DECEMBER 13, 1954. 
Hon. Wiuit1aMm E. Hess, 
Chairman, and Members of the Subcommittee on Defense Activities of the 
Committee on Armed Services, United States House of Representatives, 
Washington, D. C. 


GENTLEMEN: This statement is filed with the committee under request and 
permission granted at the hearing of the subcommittee in Heidelberg on the 6th 
and 7th of December, A. D. 1954, giving and granting unto the undersigned 
permission to file a written statement on or before the 15th of December 1954. 

At the hearing of the subcommittee in Cincinnati on November 9, 1954, request 
was made of the committee that the Texas insurance industry be given an oppor- 
tunity to be heard inasmuch as the industry of life-insurance companies in Texas 
was maligned by the article appearing in the Argosy magazine, which article, 
according to Mr. Courtney (see Mr. Courtney’s statement to the committee, 
p. 3 of the record of the hearing in Cincinnati) was responsible for the convening 
of the committee. Further said article was introduced in the record and made 
a part thereof by Mr. Courtney at the hearing in Cincinnati (see p. 3 of the 
record). The Texas life-insurance industry has not been given an opportunity 
to defend itself against these libelous attacks. 

Assuming that the Texas industry will have an opportunity to present appro- 
priate evidence before the committee, this statement will confine itself solely to 
a reply to numerous questions asked by members of the committee at the hearing 
in Heidelberg, Germany, on the 6th and 7th. 

We refer exclusively to the hearing had at Heidelberg on the 6th and 7th. 
It is my understanding that a rump session of the committee was held at Weis- 
baden on the 8th but no notice of the hearing was given to either Messrs. Berl E. 
Godfrey or Ralph D. Pittman, attorneys, who attended the hearing at Heidelberg, 
as attorneys for certain Texas insurance companies, nor was any opportunity for 
any representative of the Texas industry who had gone to Heidelberg for the 
purpose of these hearings, to appear at this rump session. Just what transpired 
at this session is unknown to me and I cannot, therefore, reply to any evidence 
offered at this session to which the industry was given no opportunity to appear 
or defend itself. 

Many of the questions asked by members of the committee and particularly 
by the distinguished Representative from Virginia, the Honorable Porter Hardy, 
Jr., showed an alarming lack of knowledge of insurance matters. 

For example: the distinguished gentleman from Virginia, as will be reflected 
from the record, questioned each witness at length concerning the lapsation 
record of those companies doing business in the European theater. Mr. Hardy 
clearly implied that something was terribly wrong for these companies to have the 
lapsation record reflected in Bests to which he refcrred repeatedly. Unfortunately, 
the witnesses were agents in the field who could not be expected to be familiar 
with administrative facts and hence, no witness was able to answer the questions 
concerning lapsation. I am happy to do so, 

If there are greater lapsations of policies sold to military personnel than are 
that sold to civilians it is that practically all of the insurance sold is on the monthly 
payment plan. Civilian business, with the exception of industrial insurance, is 
sold largely upon the annual premium plan. Where business is sold providing for 
12 payments rather than 1, there exists 12 times the opportunity for lapsation. 
If lapsations are greater in the sale of insurance to military personnel, it is because 
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the payments are on a monthly basis and lapsations of insurance sold on this basis 
cannot be in fairness compared to lapsations of business sold on an annual pre- 
mium plan. On the latter, policies can only lapse once a year; on the former it 
“an lapse 12 times during the vear. 

The lapsation experience of the companies doing business in the European 
theater is no greater than the lapsation experience of any company selling insur- 
ance on the monthly installment plan to nonmilitary personnel. Not only does 
the lapsation experience of the companies writing in the European theater com- 
pare favorably to the lapsation experience of the large civilian insurance companies 
in that department where insurance is sold on the installment basis but the com- 
panies doing business in the European theater do not make any charge whatsoever 
to the serviceman for the privilege of paying for his insurance on the installment 
basis, whereas, all the insurance companies, in their department selling install- 
ment insurance, add a carrying charge averaging 15 percent of the amount of the 
annual premium for the cost of receiving payments periodically. 

Industrial insurance is sold on the installment plan rather than annual pre- 
mium plan. A comparison, the lapsation experience of the industrial department 
of other companies with those writing installment plan insurance in the European 
theater would, therefore, be proper and applicable. 

Life insurance written on the lives of enlisted personnel of the Armed Forces 
falls into a similar category or classification to that of industrial life insurance for 
two reasons: (1) The premiums are payable monthly instead of annually and, 
(2) the average pay of the individual insured places him in the low-income bracket. 
Industrial life insurance specialized in by many of the larger life-insurance com- 
panies has long been the industrial low-salaried individual’s sole insurance protec- 
tion. Under this plan, he is able to purchase protection on the weekly or monthly 
installment premium plan. This plan is very expensive to administer as compared 
to the annual premium business and consequently the cost of this extra adminis- 
tration is passed on to the policyholder. All companies doing weekly or monthly 
industrial business have provided a loading in the premiums from 5 to 20 percent 
in excess of the annual premium. This enables the company to issue installment 
premium business without loss due to administrative cost. Although the cost of 
administering military monthly premium business is greater than the cost of ad- 
ministering annual premium business, the Texas companies doing military business 
have added no loading to the annual premium for this additional administrative 
cost. Therefore, the soldier, sailor, and marine is privileged to buy life insurance 
on a monthly premium basis without an added extra carrying charge and pay the 
equivalent that any Congressman or dignitary would pay for his life insurance on 
an annual basis. 

It is noteworthy that the serviceman gets this privilege at 15 percent less than 
the civilian. 

Permit me to take from Best, the same authority from which Mr. Porter Hardy, 
Jr., referred, the lapsation experience from the industrial departments of the larger 
insurance companies doing business in the States that the committee might by 
making a comparison see that what alarmed Mr. Hardy concerning lapsation was 
no more than normal with all insurance companies doing a similar business in the 
States. 

Let us take the largest insurance company in the world, Metropolitan Life 
Insurance Co., whom no one, save an individual who has as little disregard for the 
truth as Michael Stern or Stewart Reichstein, would criticize. According to Best, 
at year end 1952 it had insurance in force in its industrial department amounting 
to $10,964,213,241. During the year 1953 it wrote $783,425,572 in its industrial 
department, yet it closed the year 1953 with only $11,236,307,296 of insurance in 
force or a gain of only $272,094,055, about one-third the amount of business 
written. 

John Hancock Mutual Life Insurance Co. of Massachusetts, one of the out- 
standing life insurance companies in the United States, according to Best had 
in its industrial insurance department insurance in force at year end 1952 of 
$2,775,343,374. During the year 1953 it wrote industrial insurance amounting 
to $334,181,688, yet at vear end 1953, it only showed industrial insurance in 
force of $2,866,265,005. This represents an increase of $90,921,631, despite the 
fact that $334,181,688 of such insurance had been sold during the year and then 
only showing an increase of less than one-third of the business written for the year. 

The Prudential Insurance Co. of America, another generally recognized model 
insurance company in the United States and certainly one of the very largest, 
closed the year 1952 with industrial insurance in force amounting to $8,008,492,048. 
Despite the fact it wrote, according to Best, industrial insurance in 1953 of 
$622,846,703, it closed the year 1953 with only $8,069,942,627 of industrial insur- 
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ance in force or an increase of only $61,450,579 which represents less than 10 
percent increase of the amount of business written for the year. There is not a 
single company writing in the European theater that doesn’t show a better record 
than this. 

National Life & Accident Insurance Co. of Nashville, Tenn., is considered an 
outstanding insurance company whose conduct all other companies could well 
afford to emulate. This company at year end 1952, according to Best, had insur- 
ance in force of $1,959,946,134 in its industrial department. It wrote during the 
year 1952, $500,171,557 of insurance. It closed the year with $2,173,772,448 of 
insurance in force, an increase of only $213,826,314, despite over $500 million had 
been written within the same year. 

The distinguished Representative from Virginia, as will be reflected by the 
record, constantly referred to the insurance laws of his State and clearly implied 
that this and that could not happen under the laws of Virzinia and that some- 
thing was wrong with Texas laws. The distinguished Representative will be 
interested to know that the industrial department of the Life Insurance Co. of 
Virginia closed the year 1952 with $647,772,172 in force; that it wrote in the 
year 1953 $105,564,549 of industrial insurance. It closed the year 1953 with 
$669,522,013 of industrial insurance, in force, or an increase of industrial insur- 
ance in force for the year of only $21,749,841, notwithstanding over $105 million 
had been written during the same year, an increase of only approximately 20 
percent of the business written. There is not a single company writing business 
in the European theater that would not compare favorably with this record. 

In pessing mey I hasten to say thst the Life Insurance Co. of Vireinis. is one 
of the strongest and best insurance companies doing business in the United Stztes. 
The State of Virginia has good, substantial, wholesome lews regul:.ting life 
insurance. There is nothing wrong with the le.psstion record of the Life Insurence 
Co. of Virginia or of the laws of the State of Virginia. The only error here pointed 
out is the assumption of the distinguished representative of Virginia thet the 
lapsation record of the companies writing business in the European theeter is 
abnormally high. 

May we further cell to the attention of the distinguished Representstive from 
Virginia, the record of another very outstanding insurance company in his St-te, 
the Home Beneficiel Life Insurance Co. of Richmond, Va. At year end 1952, 
this company hed in force in its industrisl insurance department $343,616,888 
of insurance. It wrote during the year 1953 $152,181,679 of insuresnce. It 
closed the year with $369,589,589 of insurance in force, a gain of only $25,973,001 
of insurance in foree, despite the fact that over $152 million had been written. 

We invite a comperison of the lapsation record of the compsnies here involved 
with that of the compenies from the home State of Representstive Hardy. 

The distinguished chairman of the committee, Hon. Willism E. Hess, did not 
indicate whether he was misled by the remarks of the Represent:.tive from Virginia 
but in cese he may have been influenced thereby we should like to t-.ke e.n exemple 
from the good State of Ohio. We refer the committee to Best and the record of 
the Western & Southern Life Insurance Co. of Cincinneti, Ohio. In its industriel 
department this company closed the year 1952 with $129,278,338 of insurance 
in force. It wrote during the vear 1953, $172,541,619 of industriel business but 
closed the year end of 1953 with only $135,932,226 of business in fcrce in its 
industrial department, an increase of only $6,653,888. This represents an increase 
of less than 5 percent of the e.ctual business written that year. 

Age.in let me st«.te that this is not intended as any criticism of the West rn & 
Southern Life Insurance Co. or the laws of the St-te of Ohio. The company is 
a good substantial compsny and the laws of Ohio eoncern’ng insurance sre 
sound ard whrles»me. We meke this comparison only to show the fallacy of 
the position t-.ken by the distinguished Represents.tive from the State of Virginia, 

The distinguished Representative from the State of California, Hon. George 
P. Miller, will be interested to know that under the laws of the good State of 
California to which the gentlemen referred with pride during the hearing, the 
Constitutional Life Insurance Co., a California company of Los Angeles, Calif., 
closed the year 1952 with $9,154,900 of industrial insurance in force. It wrote 
during the year 1953 $2,239,020. It closed the year 1953 with $9,386,012 of 
industrial insurance in force, a gain of only $231,112 despite the fact $2,239,020 
of such business had been written during the year. This represents a gain of 
less than 10 percent of the business written for the year. 

Once again, we hasten to say that this is not intended as a criticism of the 
Constitutional Life Insurance Co. or of the laws of the State of California. The 
company is a good substantial company and the laws of California governing 
insurance are wholesome. 
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We make the comparisons of these respective companies, all good substantial 
companies, residents and domiciled in the home States of the members of the 


subcommittee participating in the hearing to establish the fact that those com- 
panies selling insurance in the European theater have a better lapsation record 


on the insurance sold by them on the installment basis than do companies in 
the home States of the Representatives, selling business to civilians only on the 
instaliment basis 

This comparison also points up a prejudice against Texas insurance companies 
which we were sorry to find prevalent at the hearings. It seems that a lapsa- 
tion record such as that reflected in Best’s is only a crime if it happens to a 
Texas ( p Af 

We should like to eall attention to further additional factors which are sound 
actuaril\ and may be verified by the committee Dy consu ition wi h any reputable 
actuary in any State in the Union. 

The ge man from Virginia only read f . Best ! in foree on 
first year’s business as will be reflected |} I rence ) 1 It is a gen- 
erally accepted fact hat may be confir 1 f ! actuary that 
1LApsé 0 I i Ss ter o rst \ rt } ea 

It is further an established fact that may be confir ) sulting any 
reputable iC TUAT that apsations are I te! ritt O yu peopie, All 
military rie ‘ ung 

Aside fro thn ict tha LADS: ol l ri ! tI ( iD ies doing 
busi s1 Muroy i theater are normal \ Cc pared h that of other 
‘omp 5 as h apove, we wouid ike fhe 0 } oO the psation 
record ¢ compa Ss writing I t} hur I t} it¢ more than 
S ( ( I i tor 2 é ! S I ith iln=- 
der yu i ; ( i¢ i ] I nce Corl 8) rig ! i 1! 1! i State of 
Califor i " z eal vo, the artick ( l Az { ne 12 months 
10 | } rning the f ( | com i in ‘Texas 

not life-i irance companies) and 1e Tece article in Argosy magazine are 

encourag lapsations. ,et despite this cumula ( 1 ! publicity, lapsations 
mb ! s ritte bv the Texas compank 7 han those written bv sub- 
stantial! | insurance comp ies of sim I 1S] pointed out above. — 

It should be here stated that the compani re verv u pv about lapsations 
Nine of the companies want lapsations and consideral expense, time a d effort 
is consumed by the companies in contacting each ired when his poliey lapses 
in an effort to get them reinstated The e mpanit are not, therefore, to be 
criticized as lapsations occur. 

The distinguished Representative from Indiana, Hon. William G. Bray, in- 


quired of the witness Frank D. Smuin whether or not the agents were authorized 
i 
to receive premium payments for and on behalf of the company and upon being 
advised they were, he then inquired if the agents were urder bond and was 
informed they were not. The distinguished Representative from Indiana expressed 
shock that agents were not bonded. 

The committee is advised that it is not customary or practical to bond agents 


writing insurance for life-insurance companies. lost life-insurance companies 
doing business in the United States do not bond their agents. The reason for not 


doing so is readily apparent to one conversant with insurance matters. 

In the first place any insured who defaults in the payment of his insurance is 
immediately sent notice by the company advising of the default and also acquaint- 
ing the insured with the fact that his policy may be reinstated at any time within 
the 30-day grace period by the payment of the premium. Since all military 
insurance, with few exceptions, is written on the monthly payment, class E 
allotment plan, each insured will. receive notice of default in his payment immedi- 
ately the payment is not made and the insured will be given an opportunity to 
either make the payment or if the payment has been made to the agent to notify 
the company that the agent has been paid. We stress the reference above to class 
EK allotment plan. The record will reflect that the committee members referred 
to this throughout the hearing as class A allotment plan. So far as we are 
informed there is no such thing as a class A allotment plan. 

Insofar as the responsibility of the agent is concerned only one monthly pre- 
mium is involved. Insofar as the insured is concerned payment to the agent is 
payment to the principal and the insured is fully covered whether the company 
ever receives the premium or not. The insured, therefore, has no chance what- 
soever to lose by failure of the company to bond its agent and the failure of the 
companies to do so constitute no grounds for alarm whatsoever. 
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We next turn our attention to the comment of Representative Hardy in the 
hearing that apparently some of these companies were organized for the sole 
purpose of writing insurance to military personnel and the quoted statement from 
the chairman of the subcommittee appearing in the Stars and Stripes and the 
American Daily that Chairman William E. Hess was surprised to find that one 
company had written as much as $12 million of insurance in 1 year. 

If thewriting of $12 million in 1 year is a crime then most every insurance 
company in the United States is guilty and we are at a loss to know why it is only 
a crime when that amount is written by a Texas company. 

If the Congressmen think it unwise that a company be organized for the pur- 
pose of insuring only a particular group then we should like to point out that 
many major life insurance companies were conceived, organized and originally 
operated on the theory of specific life insurance coverage for specific groups and 
many such major life-insurance companies started with a very small capital. 

As only a few examples may we point out that (1) Prudential Insurance Co. of 
America was originally capitalized for $25,000 and originally insured risks only 


of fraternal societies: (2 Metropolitan Life Insurance Co. was originally capital- 
ized for $200,000; (3) Acacia Mutual Life Insurance Co. was originally capitalized 
for $23,953 and insured the members of one fraternal association onlv, Master 
Maso: 1) John Hancock Mutual Life Insurance Co. had an original capital 
of only $171,983. All of these co npar ies are now in the billion-dollar class but 


had a verv small beginning. Since when has it become wrong to have a small 
beginning in America. 


Che record reflects evidence, although meager, to the effect that the companies 
writing in the European theater are not paying their claims. The truth is that 
the record wholly fails to establish any evidence whatsoever that there exists any 
unpaid legitimate claim. Some evidence does appear of a contest of a claim by 


one of the compa ies doing business in Europe but the record also reflects that 
this claim has been paid. The facts are and this may be verified by the Board of 
Insurance Commissioners of the State of Texas that there are no more complaints 
received by the department for failure of those companies operating in the Euro- 
pean theater to pay claims than are received on any of the other life-insurance 
companies writing only civilian business whether they be Texas companies or 
foreign companies operating under a permit in the State. 

Likewise, the records of the Department of Insurance of the State of Texas 
reflect that there are fewer contested claims by these companies than by all other 
insurance companies including the big eastern insurance companies operating 
under a permit to do business in the State. 

If the committee will permit the Texas industry to present the true facts in an 
unbiased hearing the injustice done the Texas industry will become readily 
apparent. To date this opportunity has not been afforded the industry. Why, 
we can only speculate. 

Respectfully submitted. 

Frep B. Dickey. 
State oF TEXAS, 
County of Tarrant: 

Before me, the undersigned authority, personally appeared Fred B. Dickey, 
who being by me first duly sworn, did, upon oath, depose and state: That the 
matters and things contained herein are within the knowledge of affiant and are 
true and correct. 

Frep B, Dicky. 


Subscribed and sworn to before me this the 138th day of December A. D. 1954, 


Notary Public, Tarrant County, Tez. 
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Exuipit No, 4 


Copy or LerrerR MatILep To EAcu or THE 30 INSURANCE COMPANIES LISTED ON 
THE RECORD OF CANCELLATIONS OF CERTAIN LIFE INSURANCE COMPANIES 
SUBMITTED BY WaLTeR W. O’Hatre, EXECUTIVE SECRETARY OF THE EvRo- 
PEAN ASSOCIATION OF LirE UNDERWRITERS 


CONGRESS OF THE UNITED STATES, 
Housté oF REPRESENTATIVES, 
Washington, D. C., Monday, January 17, 1956. 

Dear Srr: The Defense Activities Subcommittee of the Armed Services 
Committee in the 83d Congress conducted an investigation into the licensing of 
insurance companies by the armed services, with particular reference to the 
European theater. 

The investigation was prompted by a number of public utterances having to 
do with the companies involved and the kind of supervision given. I give you 
this by way of background. 

Among the things which concerned the subcommittee was the high percentage 
of lapses, contrasted with claims paid; and the short existence of many of the 
companies. 

For general background, I am enclosing the record of the testimony. 

It was impossible for the subcommittee to complete its undertaking during the 
83d Congress: however, another subcommittee has been designated for the 84th 
Congress; and the inquiry is still active. 

I have received from counsel for the European Association of Life Underwriters 
a comparative statement of lapses referring to some 30 companies. To each of 
them I am addressing this identical letter. 

You will note that the European Association of Life Underwriters has worked 
out a percentage of lapses which, according to my information, does not represent 
a correct analysis and direct comparison. I also invite vour attention to page 
191 of the hearings having to do with comparison made by one company doing 
business in Europe with the 15 largest companies. I am not asking any of the 
companies to whom this letter is addressed to comment upon that statement. 
The subcommittee will handle that in its own way. 

I am enclosing the comparative statement which has been filed by the European 
Association of Life Underwriters and I would ask that you please furnish figures 
for the columns which should have been added to that statement so that the 
correct figures on insurance written off your books and the reasons therefor will be 
apparent (e. g., (1) policies matured and paid; (2) group insurance lapsation; 
(3) death or maturity claims paid (in dollar volume)). 

Of interest to the subcommittee is the policy of your company on insuring 
military personnel and the assumption of war risk. What percentage of your 
total life insurance would, in your experience and judgment, be a sound policy for 
your company from the standpoint of underwriting? 

There is great urgency in this matter. Because of the time involved, I take the 
liberty of addressing you directly. 

The subcommittee and the chairman will greatly appreciate any comments or 
suggestions which you may think appropriate and may be kind enough to convey 
to us. The interest of the subcommittee is solely the ascertainment of the truth, 

Please accept our thanks in advance for any assistance you can give us. 

Sincerely, 
Joun J. CourtTNey, 
Special Counsel, Committee on Armed Services. 





| 
| 
| 


| 
| 
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_ 7 = 
exHIBIT No. 5 
Termination by surrender and lapse to mean insurance (ordinary) 


[From Spectator Compendium of Life Insurance Report, 1954] 





Company | Percent Page 

1. Aetna Life Insurance Co- ‘ a ‘ ; etcadie 4.37 | 3A. 

2. Connecticut Gereral L ife Insurance Co__.--- ieee in peucchie 5.10 | 37A. 
3. Connecticut Mutual Life Insurance Co-_ ; aca ie 3.56 | 37A 

4. Equitable Life Assurance Society of the U nited States. 2.95 | 49A 

5. John Haneock Mutual Life Insurance Co ’ 3.75 | 87A. 
6. Massachusetts Mutual Life Insurance Co 3.19 | 101A 
7. Metropolitan Life Insurance Co__. ; ef Swantieca ; 1.84 | 103A 
8. Mutual Benefit Life Insurance Co__. ot ee a 2.18 | 109A 
9. Mutual Life Insurance Company of New York.._- aa etait dani hia Skicowel | 2.65 | 109A 


> 


10. New England Mutual Life Insurance Co_-____-_-_-_- ae ; se } 
11. Northwestern Mutual Life Insurance Co_-___-----_- : 
12. New York Life Insurance Co-_-....-_-...... siileddiliddh sa dnia sl dads itbeaieth eeictésal 
13. Penn Mutual Life Insurance Co.--_............- camameiis on hina 

14. Prudential Insurance Company of America.........-- : " 
15. Travelers Insurance Co ats nan Giada | 
16. Ohio National Life Insurance Co_--.-_.. 5 va Beisedictad | 


Nn OO Cr te oe oe oe CO CORD bh 
© of 5 
x 

















17. Ohio State Life Insurance Co____..__.. crenata’ a 5: 
18. Atlantic Life Insurance Co & | R8 5A 
19. Life Insurance Company of V irginia. 02 IBA. 
20. Indianapolis Life Insurance Co_--_- : 44 | S1A. 
21. Lincoln Natinal Life insurance Co. 7. Soi 5.02 | 97A, 
22. California-Weste'n States Life Insurance Co 4 4.38 | 25A, 
23. Occidental Life Insurance Co. ; 7.79 | 125A, 
24. Pan American Life Insurance Co__-._.- seen tabwites 7.00 | 129A, 
25. Southern National Life Insurance Co- aod re 25.3 161A. 
26. Mirnesota Mutual Life Insurance Co a eee 6.69 | 107A, 
7. Northwestern National Life Insurance Co__- ae ae 4.11 | 125A. 
28. Americin Nati nal [nsurence Co-_- . 11.31 11A. 
29. Amicable Life Insurance Co pinta ail 8.58 | 15A., 
30. Southwestern Life Insurance Co_.._. Seka Sian pac tnen meter ie sardil toaedreaniaaniehiascen | 3.94 | 163A, 
Exuisit No. 6 
Termination by surrender and lapse to mean insurance (ordinary) 
[From Spectator Compendium of Life Insurance Reports, 1954] 
Term! v lapse 
Company 
Percent Page 

1. Ar Inve Co., Dallas, Tex 60. 44 A 

2. A ( ort Wort I 1R1.8 4 

. 4 ’ ( Fort Wort 1 ; ISA 
4. Ameri it j Houst ex 

5. B J ( D ( \ 
6. Gi It D \ 
7. Mi ife I Ur rt Wor - 

&. N in ? | i , ( rt \V Ie 1% A 
9. Pi A ican | i »., Houston, 1 I37A 
19.8 Lif n ( } 1 L57A 
a. 2 I } in Co., Dall lex SILA 
12. Gy No »., SDO Wa 60 ( 

13. Li ( ) 1, Al 

14. A i I I l 1 ( Hou , 1eXx 
15 Ay i Lif } Co., Rirn } m, A! 5.02 QA, 
16. American Trust Life Insurance Co., Wichita Falls, Tex ( 

17. Independence Insurance Co., Fort Worth, Tex 

18. Life Insurance Company of Am 1, Dallas, Tex 

19. United fe Insurance Company of America, Houston, Tex ( 
20. Trans-American Life Insurance Co., Fort Worth, Tex 32. 70 175A. 

1 Lapse only. 2 Not listed. * No business, 


59074—55——3 
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Exuisit No. 7 | 


AETNA LIFE INSURANCE Co.,, 
Hartford 15, Conn., January 20, 1955. | 

Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 


Old House Office Building, Washington 25, D. C. | 
Dear Sir: We have your request of January 17, 1955, for a more complete | 
analysis of the reasons for termination of insurance during the year 1953. We 


believe the information you desire can best be obtained directly from the figures 
set forth in the policy exhibit included in our annual statement for the year 1953. 
We, therefore, enclose a copy of this exhibit. | 

The total figures are separated into four columns as follows: 

1. Whole life and endowment policies excluding group 

2. Term and other policies excluding group | 
3. Group policies 

4. Additions to policies by dividends 

The amount of insurance in each category which was terminated during the 

year are shown respectively in lines 10 to 16, as follows: 
10. Terminated by death 
1. Terminated by maturity 
2. Terminated by disability 
3. Terminated by expiry of the policy 
4. Terminated by surrender of the policy 
5. Terminated by lapse of the policy 
16. Decrease in amounts on policies not completely terminated 

If this does not give you the information you desire, we shall be very glad to 
supplement it insofar as we are able. 

With reference to your other question we do not feel that we can state any 
specific percentage of our total life insurance which could be accepted with the 
expectation that it would be exposed to war risk. In time of peace we accept 
insurance without restriction rather freely on military personnel, but we have in 
the past found it necessary to limit our acceptance of such insurance materially 
when war hazards appeared to be imminent. The premium rates at which our 
insurance is written do not contain margins to cover the extra mortality that would 
be expected if any considerable percentage of our policyholders should be exposed 
to the hazards of war. 

Very truly yours, 


tALPH KEFFER, Actuary. 





Exurpit No, 8 


ConneEctTIcuT GENERAL LiFz INSURANCE Co., 
Hartford 15, Conn., January 20, 1955. 
Mr. Joun J. CourtTnry, 
Special Counsel, Committee on Armed Services, 


Old House Office Building, Washington 25, D. C. 


Dear Mr. Courtney: In your letter of January 17, vou ask for a breakdown 
of the 1953 figure representing the volume of insurance lost which appears on 
the chart which was enclosed. For the Connecticut General the total figure was 
$226,720,863. 


Because we are not sure exactly what to include in the three catagories men- i 
tioned in vour letter, we are submitting a complete breakdown of the figure. 
Face amount of insurance canceled by 


Death... +.- ie lees = : cc lcacens SBE O18, T67 
Maturity as an endowment ae a cas ays 4, 590, 933 
Maturity because of total and permanent disability _- 666, 286 
Lay se; 

(a) Group. ; Sh ae ne 

(b) Ordinary__------ 5 ee ee _.. 54, 817, 901 
Expiry i ba ee eee yg 
Surrender for cash value . : ee .. 957, 881, 615 


Decrease (face amount reduced) -__~ ae 22, 699, 650 


a 226, 720, 863 


J 
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Form 1 ANNUAL STATEMENT FOR THE YEAR 1953 OF THE AETNA LIFE INSURANCE COMPANY 
ORDINARY BUSINESS EXHIBITS OF INSURANCE POLICIES—PAID-FO 
The following is a correct statement of the ORDINARY business of the year on policy account as it stood at close of business December 31. 
1. Whole Life and Endowment Policies 2. Term and Other Policies (Excluding Group), 
CLASSIFICATION (Excluding Group) including Return Premium Additions —e Sicnniie ail 
No. Amount No Amount Policies = 
1. Atend of previous year................... 2729 VA eLCUTCOBS 2) | 5 08 S65 LT TT 
2. “Issued during year... ars ak at j__19 172 ___ 106 826 O71 15 
2A. tReinsurance.................... abiediss illicgmeiece lil tetas ‘ee sie ec tacnliatsicat ; = = 
3. Revived during year... P a | = Ss 25 63 885 Tis 
4. **Increasedduring year..._... : ae 652 
44. Totals, lines 2 to 4, inclusive. QO | 28 817 S46, OT CD LO? 71 789 | 
5. Totals before transfers Ou), | 028 758 38 1 
TRANSFERS: 
DOU identi, = 96, | 6 Mek . 
a” re Js 0 a 98 915 
8. Balance of transfers... = 34 a 
9. Totals after transfers. [a eee 0 208 08 
DEDUCT CEASED BY: 
| > =e scisaidibie Meeaiiiainany Sea __ 34 35 aalias ‘ 
Bis. PHN sooceilanccssncesevseniavervecsecsioien ; eer O69 | : 
DR: TIED cccvessrecsassncsesones ae cheasmaetins ieee 
BO. WN ec ar ctveckaccont ea ae 
14. Surrender __..... sical a Le | ae ee oe 
aE 25 RIE a == we 7 602 
16. Decrease rece aie tieeaneaaneainens Ha 422 — 
17. **Withdrawal .. itsteiaeiamies | ° . ° geo 
I7A. tReinsurance............ 7 
18. Total terminated cael Lo Ta et a oT ete Lt) 
19. (a) Outstanding end of year z O75 OU) | 2 874 Use O20 f  _ EE i bn ele 
20. Policies reinsured ... 2 | 89 989 0 601 2 
INDUSTRIAL BUSINESS The following is a correct statement of the INDUSTRIAL business of the year on policy acc 
1. Whole Life and Endo Poli icies, j i 
CLASSIFICATION ea ndowment Policies 2. Term and Other Policies, including Return Premi 


BESSESEEES BESRRESSEEE 
> > 


39. 


Nors.—Instalment policies and others involving supplementary contracts should be entered and deducted ix above Exhibit of Policies for the commuted value of instalments only. 


. tReinsurance... selene omens 


. Totals, lines 22 to 24, “iii 


: Reinsurance... em - | 


At end of previous year ....-.....-............. 55 
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Incidentally, we agree that the percentage figure in the last column of the 
chart might be misleading. A more appropriate percentage might be obtained 
by taking the ratio of insurance discontinued to mean amount of insurance in 
force during the calendar year. 

Our policy with regard to insuring military personnel would probably be classi- 
fied as conservative. We do not normally offer unrestricted coverage to enlisted 
men on active duty, but we will consider limited amounts on officers, depending 
upon age, rank, and duty assignment. Generally speaking, it is our feeling that 
the war risk is not a proper one to be assumed by a life-insurance company but, 
because of competition and considerations of public interest, it is impractical to 
adhere strictly to this policy. 

From an underwriting standpoint, we would prefer to have as small a percentage 
as possible of our insurance in force on military personnel. However, under the 
current situation where nearly every young man spends a period of time in military 
service, there are some cases where the Government insurance is insufficient to 
meet the individual’s requirements. In these cases, a life-insurance company 
would seem to be justified in issuing a nominal amount of unrestricted coverage 
so long as the country is not actively at war. 

Thank vou for sending us a copy of the testimony in connection with the investi- 
gation of this matter by the Defense Activities Subcommittee of the Armed 
Services Committee. 

Very truly yours, 
GEORGE W. Youna, 
Second Vice President and Actuary. 





Exnuisit No. 9 


THe Connecticut Murua Lire INSURANCE Co., 
Hartford, Conn., January 25, 1955. 
Mr. Jonn J. Courtney, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 25, D. C. 

Dear Mr. Courtney: Thank you for sending us a copy of the hearings before 
Subcommittee on Defense Activities, November 9, December 6, 7, and 8, 1954, 
cuncerning the sales of commercial life insurance in European Command, United 
States Army, and comparative statement with your letter of January 17, 1955. 

You ask for comments on the comparative statement. The last column, 
headed ‘‘Percent of loss,’”’ is entirely misleading. Apparently the terminations, 
instead of being ‘related to the business exposed to termination, namely the 
insurance in force, has been related to the new business of the year. There is 
no relation between these two figures. In the case of the Connecticut Mutual, 
for example, the total terminations would be 4.9 percent of the mean insurance 
exposed to termination instead of 37.6 percent, the figure given in the table. 
Furthermore, all terminations are included and, if the purpose is to measure 
the voluntary terminations, death claims and matured endowments should be 
excluded and the ratio would be 3.7 percent in the case of the Connecticut Mutual. 

However, it is very difficult to make a fair comparison of termination rates 
among various companies and even if correctly computed, the table would be 
of doubtful value. One reason for this is that the proportion of new to old business, 
which varies quite widely among companies, has a very marked effect. 

fegarding our current position on underwriting of military risks, we are 
offering limited amounts of insurance without war clauses to members of the 
Armed Forces stationed in this country. 

As a matter of company policy, our attitude is that the percentage of our 
total new insurance written on the lives of members of the Armed Forces should 
be small. At the present time it is running between 1 and 2 percent and, consider- 
ing the size of our Armed Forces as contrasted to the total population of the 
United States, such a figure would not seem to be out of line. We solicit business 
only in the United States, where we are licensed. 

We hope that this information is what you desired and that you will find it 
useful. 

Sincerely, 
L. R. Martin, Vice President. 














98 SALES OF COMMERCIAL LIFE INSURANCE IN EUROPE 


Exuisit No. 10 


Tue EquitaBLe Lire ASSURANCE SOCIETY 
OF THE UNITED STATEs, 
New York 1, N. Y., January 31, 1955. 
Mr. JoHNn J. COURTNEY, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 25, LC. C. 

Dear Mr. Courtney: We are writing with further reference to your letter of 
January 17 which was previously acknowledged by our Associate Counsel Sprung. 

The comparative statement which was enclosed with your letter covered our 
group insurance business as well as the ordinary branch. The nature of the 
Armed Services Committee’s investigation is such as to suggest that it would 
be more appropriate to confine a comparison of this kind to figures relating to 
the ordinary branch. We are therefore showing below pertinent data covering 
our ordinary insurance operations: 


Insurance in force Dec. 31, 1952__-__- : cuunwce Sone. mee aoe 
Insurance written in 1953____ Sr tie 1, 020, 311, 650 
Insurance terminated during 1953: 
By death_----- $81, 891, 178 
By endowment maturity . 13, 710, 984 
By surrender for cash value__ 102, 130, 303 
as oe ea 162, 473, 914 
By decrease (net) 23, 53 198 
By expiry of term insurance 14, 199, 637 
427, 940, 215 


Insurance in force Dee. 31, 1953- 9, 282, 220, 787 


For an old and established company it can be misleading to relate the volume 


of insurance which terminates for one reason or another during the vear to the 
amount of insurance written during the r Much of the insurance going off 
the books was written many vears ago. It also seems improper to inelude termin- 
ations such as those due to death or endowment maturity in the computation of 
a ratio which is supposed to indicate a loss. One insurance publication which 


has attempted to compare the experience of companies in this area of their opera- 
tions has computed the ratio of surrenders and lapses to the mean amount of 
insurance in force. If we do that with the figures given above, we derive a ratio 
of 2.94 percent. 

In our view this is a more meaningful percentage than the one included in the 
tabulation enclosed with your letter, alt! 


} 


it is also subject to criticism. 
] 


Policies have a considerably higher lapse rate in the first year or two after issue than 








in the later years, and a fairly young company is therefore likely to show a higher 
percentage than a well-established company because it does not have as much old 
business, with its lower lapse rates, on the books. Viewed in almost any light, as 
you probably appreciate, it is rather difficult to take broad aggregate figures from 
the annual statements of life-insurance companies and derive therefrom significant 
company comparisons. 

In your letter of January 17 you juire about the policy of my company on 
insuring milit personnel and the ass ption of war risk. Our attitude toward 
the acceptance of applications from military personnel is one that has varied with 
the international situation. It is a basie principle with us that our various classes 
of policyholders should be treated equitably, and pursuant to that principle we 
are careful that one class of policyholders should not impose a cost burden on 
other poi noiders 

During the recent war periods we therefore issued policies to military personnel 
only with a war-rish exclusion clause. When the international situation became 
less tense, we broadened the coverage we grant to militar ‘sonnel by removing 
the war restrictions. However, as long as there is a threat of war we believe we 

Pat ta 


should limit the amount on individual cases in order to avoid building up an 
order of risk that could result in added costs to our general body of policyholders 
(through lower dividends) should the cold war turn into a shooting war. We feel 
in general that the insurance issued by us to men in the Armed Forces should be 
related to their normal insurance needs. For young people such as those in 
military service the normal needs will be found in the aggregate to represent a 
rather sma!l percentage of the total protection offered by a life-insurance company. 

It is therefore our present policy to offer a limited amount of insurance, without 
war restrictions, to persons in military service. We do this through our normal 
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agency operations in the United States orly. This includes a limited amount of 
solicitation on military bases in the United States under regulations issued pursuant 
to Defense Department directives. We have found these regulations provide a 
strict supervision of sales on military bases in this country. 
Sincerely yours, 
W. J. NoveMBER, 


Vice President and Associate Actuary. 





Exuipit No. 11 


JoHN Hancock Mutvat Lirk INSURANCE Co., 
Boston 17, Mass., January 24, 1956. 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 25, D. C. 

Dear Mr. Courtney: In reply to vour letter of January 17, I am pleased to 
submit herewith the information which you have requested. However, before 
setting forth this information I would like to make a few comments on the com- 
parative statement which you enclosed with your letter and which you say was 
prepared by the European Association of Life Underwriters. 

Aside from the numerical errors contained in this comparative statement (e. g., 
the last 3 entries beside the John Hancock should be 2,022,113,642; 759,111,185; 
and 37.5 percent, respectively), we feel as no doubt you do that the statement is 
both meaningless and deceptive. The last column entitled ‘Percent of loss’’ not 
only gives no indication whatsoever of true rates of lapse and surrender which 
properly should at least reflect variations in such rates by duration and type of 
business, but merely displays overall results as a function of the change in the 
amount of insurance in foree (including deaths, maturities, expiries, ete.) and the 
amount of insurance written in the calendar vear. This being so, it is readily 
apparent that two companies with the same amounts of insurance in force at the 
beginning and end of a vear and writing the same amount of new insurance in the 
year would have identical entries in the last column of the statement although the 
relative proportions of business ceasing by lapse or surrender and those ceasing by 
reason of death and maturity might vary widely in the two companies. 

The word “cancellations”? appearing in the heading of this chart is quite in- 
appropriately used. The only occasions when life-insurance policies might be 
considered to be canceled or voided would seem to be in the relatively few cases 
where policies are voided on account of misrepresentation. Hence, the column 
entitled ‘“‘Volume insurance lost, 1953,’ which includes amounts of insurance 
ceasing by reason of death, maturity, expiry, ete., carries an inappropriate in- 
ference 

In view of the inherent flaws in the comparative statement, you have very 
sensibly requested a breakdown of the amounts included in “Volume insurance 
lost, 1953,” together with a separation by lines of business. Pursuant to this 
request we are happy to submit such a breakdown in the attached table. The 
percentages shown in line 14 of this table represent one possible method of com- 
paring aggregate rates of lapse and surrender, but even these mask the true rates 
of lapse and surrender which in the final analysis is what the committee is ap- 
parently striving to obtain. Some of the factors influencing such aggregate rates 
are as follows: 

(i) The proportion of business at the various durations. For example, 
since lapse rates generally decrease with duration a new company would show 
a high aggregate lapse rate. 

(ii) The proportion of business issued at various issue ages. For example, 
the lapse rate is generally higher for the younger adult issue ages, and there- 
fore a company writing a large proportion of its business at such ages might 
well show a relatively high aggregate lapse rate. 

(iii) The proportion of business on different plans. For example, term 
plans usually have higher lapse rates than whole life plans. 

(iv) The proportion of business in the several different lines. Ordinary, 
industrial, and group insurance usually exhibit distinctly different lanse rates. 

From the above it will be apparent that the proper analysis of rates of lapse and 
surrender is rather involved and that the use of an expert in the business is almost 
essential to ascertaining the true facts. Accordingly, it would seem advisable for 
the committee to try to avail itself of the services of one of the fellows of the 
Society of Actuaries and possibly one in Government service could be secured. 
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In answer to your question as to the policy of our company in the insurance 
of military personnel, we are enclosing a copy of a letter outlining our most 
recent regulations applicable to ordinary insurance. These regulations have 
just been revised and represent a considerable easement from those that have been 
in effect since the end of the Korean war at which time we discontinued altogether 
the use of a war-risk exclusion provision. 

While it is difficult to state precisely how much we should take as a matter of 
policy or proportion, we do consider all such business that is presented to us. 
We are, however, in the position of not having any material number of repre- 
sentatives actively soliciting military personnel. As many of such applications 
are accepted as cah qualify under what we feel at the time to be the fairest condi- 
tions with respect to the risk potentials. 

We hope that this information will be of help to the subcommittee in its investi- 
gation. 

Very truly yours, 
Harowp A. Grout, Vice President and Actuary. 


Certain entries from the policy exhibit of the John Hancock annual statement of 1953 


Ordinary Industrial Group Total 


| 
becca pie et a-togeece Pog aed 


(1) Insurance in force Dec. 31, 1952- 
(2) New issues + reinsurance + re- 
vivals + increases !.........-..--| 1,030, 029, 57 


$7, 452, 922, 666 | $2,775, 343,374 | $3,155, 295, 560 | $13, 383, 561, 600 


t 


“~) 


2 334, 151, 688 ! 657, 902, 382 2, 022, 113, 642 


Insurance ceased by: | 
(3) Death 42,051, 








20, 880, 631 21, 259, 632 84, 191, 292 

(4) Maturity_-- | 7, 529, 9, 966, 101 0 17, 495, 960 
(5) Disability 8,3 0 1, 000, 283 1, 008, 668 
(6) Expiry | 33, 887, 6! 43, 787, 415 0 77, 675, 069 
(7) Surrender | 111, 954, 860 91, 867, 405 9, 787, 900 213, 610, 165 
(8) Lapse » | 179, 115, 390 76, 419, 472 61, 997, 787 317, 532, 6 
(9) Decrease. -..-.-- : | 47, 258, 349 339, 033 0 47, 
(10) Total terminated _-_- | 421, 805, 526 243, 260, 057 94, 045, 602 
(11) Insurance in foree Dec. 31, 

1953 = (1) + (2) — (10) | 8,061, 146,712 | 2,866,265,005 | 3, 719,152,340 | 14, 646, 564, 057 
(12) Average amount of insurance | 

in force in 1953 = ¥% [(1)+ | 

Ey haox noe | 7, 757,034,689 | 2,820, 804,190 | 3, 437,223,950 | 14, 015, 062, 829 
(13) Lapses + surrenders = (7) + | 

(8 | 291, 070, 250 168, 286, 877 71, 785, 687 531, 142, 814 


(14) Ratio of lapses + surrenders | | | 
to average amount in force | 
(percent). ____-. 3.75 5.97 2.09 | 3.79 


i Net of increases and withdrawals with respect to group insurance. 


JOHN Hancock Murua Lire INSURANCE Co., 
Boston, January 24, 1956: 
Circular letter to the general agents: 


ORDINARY APPLICATIONS-—-MEMBERS OF ARMED FORCES 


GENTLEMEN: Consideration of ordinary business coming from members of the 
Armed Forces indicates that some liberalization can be made in our practices. 
The following will replace the regulations contained in our circular letter of August 
3, 1953. 

The following will apply to male applicants: (1) On active duty with the 
Armed Forces, (2) reservists alerted or ordered to report for active duty, (3) 
ROTC students or others who will go on active duty in the Armed Forces within 
6 months of the date of the application. 

A. Medical and Dental Corps: Any plan of ordinary insurance with waiver of 
premium disability and double indemnity benefits will be considered for any 
amount commensurate with the applicant’s income and circumstances. 

B. Risks involving aviation or submarine service: Any plan of ordinary in- 
surance except preferred risk, modified life and term plans without disability or 
double indemnity benefits will be considered for an amount not to exceed $10,000, 
which amount is to include any ordinary insurance issued within the preceding 
l-year period. See rate manual for ratings on these risks. 

C. All others: Any plan of ordinary insurance except preferred risk, modified 
life and term plans without disability or double indemnity benefits will be con- 
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sidered for an amount not to exceed the following, which amount is to include any 
ordinary insurance issued within the preceding 1-year period: 


Insurance age under 30_ $10, 000 
Ages 30 to 34, inclusive _ - 15, 000 
Age 35 and up- 25, 000 


High-ranking officers, age 40 and over, who are presumably to continue in 
noncombat units, may be considered for larger amounts. 

In the above amount limits family income and mortgage redemption will be in- 
cluded as the same amount as the sum insured of the policy, that is $5,000 of sum 
insured with either of these benefits in either the policy or as a supplementary 
provision, will be considered as $10,000. Supplementary level-term insurance 
may be included for an amount not to exceed the sum insured of the policy to 
which it is attached, and the combined amounts must come within the above 
limits. 

In the case of young male applicants the amount may be limited if it appears 
large considering the applicant’s possible future military service. 

The Military Questionnaire, Form 3775R, should accompany applications with 
insurance ages 18 to 26 if the applicant is not currently on active duty with the 
Armed Forces. In any cases where the aviation hazard is involved, Supplemen- 
tal Application (Aviation), Form 3401R, should accompany the application. 

Any risk involving a special hazard will be given individual consideration, but 
assignment to overseas duty will not of itself be considered a special hazard, pro- 
vided the application can be taken and the policy delivered within the United 
States. 

Ross EF. Moyer, Vice President 





Exuipit No. 12 


MAssaAcHusETTS Mutua. Lire INsurANCE Co., 
Springfield, Mass., January 27, 1955, 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington, 25, D. C. 

Dear Str: We appreciate the opportunity which you gave us to examine our 
company figures which were included in the ‘‘percentage of lapses’ material used 
by the European Association of Life Underwriters in connection with the hearings 
about insurance sold to the armed services. 

You have recognized, it is apparent, the impropriety of comparing the total 
terminations of business in a 100-year-old company like this with new business 
issued in the most recent calendar year available. This is almost a deliberate 
distortion of such figures as ours to prove a point. In the first place, we are in the 
business to pay death claims and to pay maturing endowments, etc., hence, such 
terminations have no part in a lapse comparison. In the second place, lapses 
experienced annually by a company such as ours should be compared with the 
billions of business in force exposed to lapse rather than 1 year’s new issues. 
On the other hand, in examining the relationship of terminations of new business 
issued very recently as in the case of the armed services stationed abroad or 
stationed on this continent although to some extent subject to the above criticisms, 
the degree of misuse of statistical methods is much less. 

We offer the following revision of the figures for purposes of comparison: 


(1) Insurance in force Dec. 31, 1952........................ $3, 624, 801, 430 
(2) 14-year exposure of insurance written 1953______- ; 255, 416, 860 
(3) Exposed to lapse_- pe en re tee , .. 8, 880, 218, 290 
Volume insurance lost 1953_____- Ree Spi Be sf 186, 892, 628 
Unpreventable lapse 1_ eee ce elie a Das ok ; 49, 696, 082 


Preventable lapse (3.54 percent of (3))_-------__----- 137, 196, 546 


1 Unpreventable lapses: 
Death claims... 5 > Z $34, 399, 613 
Matured : : 12) 378, 072 
Expired term 


toh 





‘ 


I ah ok : 49, 696, O82 
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We have made four adjustments: 

1. We have used as the denominator a reasonable figure for exposure to the 
risk of lapse. 

2. In arriving at this exposure we have used a half year of exposure on the 
business written in 1953 on the assumption that on the average this would be true. 

3. We have deducted the death claims and the matured endowments, and 

4. We have deducted the face amount of term insurance policies expiring at 
the end of their normal] terms of duration. This item of policies expiring by the 
terms is the only one which you can’t derive from Best’s insurance reports. 

You will notice the lapse ratio of 3.54 percent. This, incidentally, is some- 
what higher now than was the case over quite a long period of time following 
the early thirties until just recently. As a matter of fact, in many companies 
of our type after the first 2 or 3 years when possibly as much as 10 percent might 
terminate, the lapse rate was between 2 and 2% percent. 

We have read the testimony with a great deal of interest We are sure that 
you will, after you have received comments such as these from the companies 
concerned, have a solid foundation against which to compare results whether 
they be favorably or unfavorably related to insurance on those in the armed 
services. 

Very cordially yours, 
RicHarD C, Guest, Vice President. 





Exuispit No. 13 


MetTrRopOLITAN Lire INsuRANCE CoMPANY, 
New York, N. Y., January 28, 1955. 
Mr. Joun J. CoURTNEY, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington, D. C 

DreaR Mr. Courtney: The following is submitted in response to the request 
contained in your letter of January 17, 1955 

The comparison shown in the exhibit ‘‘Record of Cancellations of Certain Life 
Insurance Companies’”’ (a copy of which you forwarded to us) is without any real 
significance. Insurance terminations occur both among policies newly written 
during the year and among policies which were in force at the beginning of the 
year. Terminations of different types arise from these two groups at different 
rates—voluntary terminations being relatively more frequent among the newly 
written policies than among those which have been in force for some time, while 
death claims and maturities naturally tend to occur relatively more frequently 
at the longer durations. Ordinary insurance, industrial insurance, and group 
insurance are affected by different forces and should be treated separately. A 
comparison of total terminations with insurance written during the year, all 
classes of business combined, ignores all these factors and produces a ratio which 
has no significant meaning. 

We believe that for your present purposes the figures relating to ordinary 
insurance would be most appropriate. We show below the ordinary amounts of 
insurance corresponding to the figures given for Metropolitan in the exhibit 
referred to. 


Ordinary fig- 
ures included 
in totals 


Total per 
exhibit 


In force Dec. 31, 1952 des : $51, 854, 261, 454 | $24, 614, 678, 844 
Issue, revived and increased : : 5, 876, 653, 479 2, 504, 461, 071 
Total terminated as 1, 626, 149, 201 859, 933, 112 
In force Dec. 31, 1953 tas = 56, 104, 765, 732 26, 259, 206, 803 








The total ordinary terminations shown above are analyzed in our published 
policy exhibit into the following classes. The figures in parentheses reflect the 
netting-out of revivals and increases from lapse and decrease, respectively. 
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Death : oes $162, 078, 266 
Maturity 41, 052, 351 
Expiry ; : ba nth ; 140, 261, 445 
Surrender 250, 421, 759 
Lapse 218, 047,494 (210, 872, 656) 
Decrease _ . ae et 48, 071, 797 (36, 769, 419) 


Total terminations etic ee 859, 933, 112 (841, 455, 896) 


The ratio of the $859,933,112 total terminations to the mean in force during 
the year is 3.38 percent. If we teke the ratio after netting-out the revivals and 
increases it is slightly smaller—3.31 percent. On the besis corresponding to this 
3.31 percent, our ratio of terminations other than death and meturity (i. e., volun- 
tary terminations) to the mean in force will be found to be 2.51 percent. 

The figures just quoted are a valid indicztion of our overall termination experi- 
ence on ordinary business. Because termination rates on newly issued business 
tend te be higher than those on older business, we believe thet a more useful figure 
for your purposes is that releting to the termination rete on ordinary business in 
force less than 2 years. In this connection, we would like to refer to the discussion 
on page 43 of the 1954 Life Insurance Fact Book (a copy is enclosed for your con- 
venience). The figures shown in the fact book are on 2, basis which differs in some 
technical respects from those shown above, but these differences are not too great. 
A voluntary termination rete of 3.2 percent is shown for all United States ordinary 
business, and a corresponding rate of 2.2 percent for policies in force 2 or more 
years. These figures are based on number of policies rather than amount of insur- 
ance. Metropolitan 1953 rates of voluntary termination on the same basis as those 
in the fact book, except that ours are based on amount of insurance, were as 
follows: 


Percent 
All ye2rs of issue _ - eat eaele ae a ae lita ii dicks apelin 2. 5 
In force 2 or more years- ia wine wil - iewecmmme eu 
I OUI a. 5h iin in tots gb tals awe ee eae ale maleate 7. 5 


We wish to point out also that voluntary termination rates are influenced by 
many factors in addition to those mentioned above. Economic conditions are 
of course basic. Among other factors are the economic and occupational classes 
covered, the age, and sex distribution, and the frequency of premium payment. 
Comparison between companies should ideally take account of these matters, 
but it is not usually possible to do so. 

The following comments relate to your question on the underwriting aspects 
of insuring military personnel and the assumption of war risk. We are not 
prepared to make any general statement as to the volume of such insurance which 
we would consider it prudent to issue. During the Korean war, the Metropolitan 
issued insurance to military personnel without a war risk exclusion clause, but 
limited the insurance to amounts ranging from $2,500 in the case of privates to 
$15,000 in the case of higher ranking commissioned officers. Following the truce 
in the Korean war, this company rescinded all special limitations on the insurance 
issued to military personnel, except that for certain types of military risks, such 
as aviators and submarine personnel, we charge extra premiums commensurate 
with the extra hazards involved. 

This company’s agents (with the exception of a small group of special agents) 
confine their canvassing to persons living in the areas (called debits) to which the 
agents are assigned to collect premiums. None of our agents specialize in the 
insuring of military personnel. Asa result, even during the period of the Korean 
war, fewer than 1 percent of the applications for ordinary insurance were on the 
lives of military personnel. 

Please be assured of our desire to assist you in any possible way. 

Yours sincerely, 
CuHar.es G. DoucHErrty, 
Second Vice President. 


59074—55——- 4 
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Exuipit No. 14 


THe Morvat Benerit Lire INsuRANCE Co., 
Newark, N. J., January 26, 1956. 
Joun J. Courtney, Esq., 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington, D. C. 

Dear Mr. Courtney: This will acknowledge receipt of your letter of January 
17, requesting that we supply in dollar volume the amount of insurance in this 
company terminated during the calendar year 1953 and a statement of the policy 
of our company on insuring military personnel and the assumption of war risk. 

In requesting this information, you called our attention to a comparison of 1 
company doing business in Europe to the average of the 15 largest companies 
doing business in the United States. This comparison appears on page 191 of 
the report of the hearings before the Subcommittee on Defense Activities. It is 
a part of a study taken from Dunne’s Insurance Report and lists the relationship 
of assets to liabilities of the 15 largest companies. ‘That report recites the desir- 
ability for the favorable position of a company on this comparative basis. It 
shows that this company had the lowest ratio of any in the list. 

While your letter seeks no comment upon that report and states that the sub- 
committee will handle it in its own way, I do not feel that it is proper for us to 
disregard the unfavorable connotation. On several occasions we have protested 
to the publishers of Dunne’s Insurance Report of the unfair and misleading char- 
acter of such comparisons. We believe they are neither accurate nor reflect the 
true financial status of a company; that it is a fallacy and in effect misrepresenta- 
tion to indicate otherwise. We believe it proper to ask you to bring these com- 
ments to the attention of the chairman of the subcommittee. 

The volume of insurance in this company terminated in 1953 was terminated for 
the following reasons: 


Reason Amount 
Senet OF MIBNPOR So cece cen. ce wn ae a meme 
I ed adi seateliodewdve 9 302, 090 
Expiration of temporary coverage... ................-......-.- 14, 624, 006 
UnIIICEINON IMINO on ee ee Bee oe oe 54, 238, 580 
Dela ne NR oe Sh eee ced ee SSE ee ee 13, 951, 758 
lanpee without Value... <....<....+-..--. (titnmutvnbeet ances 18, 294, 539 





Soden dar cibk aiid cc ine cbasiievadvaade 145, 862, 512 


In furnishing these figures it should be noted that substantial amounts of termi- 
nated business will always be found in an older company which has a relatively 
large volume of outstanding insurance exposed to the risk of termination. It is 
not only a characteristic but anticipated of a new company which has very little 
outstanding business which is subject to termination, that it will show a big gain 
from each year’s new issues. In other words, the compaiisons made in this report 
in this area, in our opinion, have little qualitative substance. 

With respect to your request for a statement of the policy of our company in 
insuring military personnel and the assumption of a war risk, I believe that the 
following reflects our general approach to the problem: 

At the present time our company issues insurance on a limited basis to military 
personnel stationed in the United States. Commissioned officers over age 30 who 
have noncombat administrative duties with no immediate prospect of overseas 
assignment can obtain up to $25,000 of coverage. Other personnel in the Armed 
Forces with no immediate prospect of cverseas assignment can obtain up to 
$10,000. Higher amounts will be considered subject to a war rider which ex- 
cludes payment for death occurring under certain conditions as an act of war. 
Aviation deaths may be excluded in certain cases, usually involving Air Force 
pilots and crew members. : 

We are organized to solicit insurance only within the United States and have 
no facilities for writing insurance on military personnel stationed overseas. 

During 1954 about $4,500,000 of our total new, insurance was issued on the 
lives of military personnel. This represents less than 2 percent of our total insur- 
ance issued during 1954 which amounted to about $298 million. We do not have 
any established maximum for military business which we consider proper, but we 
do contemplate that the total volume will be moderate. 
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If further information is desired or you wish further clanification of our position 
in any of these matters, we will be happy to try and oblige. 
Very truly yours, 
JoHn J. MaGovern, Jr., 
Vice President and Counsel. 


Exursir No. 15 


Murvat Or New York, 
New York 19, N. Y., January 31, 1954. 
Mr. JonHn J. Courtney, 
Special Counsel, Committee on Armed Services, 


Old House Office Building, Washington 25, D. C. 


Dear Mr. Courtney: Thank you for your letter of January 17. I am glad 
to give the information you request. 

As to the Mutual Life’s policy on insuring military personnel and assuming 
war risks, in the United States our field force is pe:mitted to solicit applicants in 
military service, but we also require that they do not confine their market to 
these 1isks, There are two reasons for this: we do not wish to get an undue 
proportion of service risks because of the inherent war hazard in such business; 
the second reason is that anv change in the international situation could result 
in our adopting more stringent selection practices on service risks, thereby de- 
priving our own agent of a market from which he derived his livelihood. As far 
as actual figures are concerned we would not expect to write more than a small 
percentage of business on military risks, and we would expect the percentage to 
run between 3 and 5 percent. 

Turning to the comparative statement of the European Association of Life 
Underwriters which you enclosed, the detailed figures vou requested on face 
amounts issued and terminated in this company in 1953 are: 















Ordinary Group Total 
New paid-for insurance : . $358, 071, 977 $4, 091, 381 $362, 16 
Revivals, increases, and dividend additions. -- 14, 147, 915 11, 428, 710 25, 5 
Terminations: 
Death ; a at aia Ss, S11, 959 113, 331 58, 625, 290 
Endowment maturity... ree 10, O84, 181 () 10, O84, 181 
Expiry faa 11, 190, 307 785, 005 11, 975, 312 
Surrender ne ; - . =e | 61, 353,811 | 0 61, 353, 811 
Lapse 63 1, 532 0 53, 541, 532 
Decease 769, 204 0 5, 769, 204 
Total terminations ian 210, 450, 994 898, 336 211, 349, 330 
Excess of terminations over revivals, ete.: 
Amount SS aned 196, 303,079 | —10, 530, 374 185, 772, 705 
Ratio to new paid-for___- 5 Sees = percent__| 54.8 — 257.4 51.3 


You remark that, according to your information, the table you enclosed does 
not represent a correct analysis and direct comparison, and invite comments and 
suggestions, which I am glad to give you. 

1. Although the table is entitled “Record of Cancelletions of Certain Life 
Insurance Companies,’”’? the column headed ‘Volume Insurance Lost, 1953,” 
shows the total amount terminated in 1953 from all causes, many of which cannot 
properly be called cancellations. Matured endowments ere only one example. 

2. The title is followed by the remark in parentheses ‘‘Peference—Best’s Life 
Insurance Reports, 1954.’’ The figures for ‘Insurance in force”? and ‘Insurance 
written’’ are indeed in Best’s, but those on ‘‘Volume insurance lost’’ 2nd ‘‘Percent 
of loss,’’ which are, of course, the essence of the table, are not to be found there. 

3. Since the “Percent of loss” is quite different for the three chief kinds of life 
insurance (ordinary, industriel, and group) whet the table actually meesures 
more than anything else is the distribution of the various companies’ business 
between these three main kinds. 

Since your particular concern is the sale of life insurance to members of the 
armed services in the European theater, and since presumably such life insurance 
would be primarily ordinary insurance, with little or no industrial or group, it 
appears that for your purpose the table should confine itself to the ordinary busi- 
ness of the companies concerned. I have had such a table prepared for the first 
15 compe.nies listed, and there are some startling changes in rank. For instance, 
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the company in first pce in the original table is 14th in the revised table, the 
one formerly 2d becomes 7th, and the company originelly in 3d place becomes 15th. 

1. Even such 2, teble including ordinary business only would be of little or no 
value for comparative purposes, since all modes of termination are lumped together, 
It is for this reason that I do not enclose a copy of the revised table 


5. Ratios of lapses to claims paid would not be very revealing cither. Lapse 
rates normally vary greatly by policy duration, being much higher during the 
first few policy years than at the lat r durations. Unfortunately, I know of no 


published meteriel which would enable you to make a valid comparison of the 
lapse rates of di Terent companies. 

You will find an extended treatment of this problem in a paper entitled ‘‘Lapse 
Rates” by C. F. B. Richardson and John M. Hartwell, in the Transactions of the 
Society of Actuaries, volume III, pages 338-374, and in the discussion of this 
paper on pages 375-396 of the same volume. You will be particularly interested 
in the “Observations on Published Lapse Rates’ on pages 371 and 372, and in 
the remark on page 359 relative to so-called orphaned policies, that “their fate 
is largely determined at the time of sale.’?’ This remark, quoted from the 1948 
study of Orphan Business by the Life Insurance Agency Management Associa- 
tion, probably applies to a considerable extent to all policies, “orphaned”’ or 
otherwise. 

I hope that these remarks may assist you in your problem. If I can be of any 
further help, please let me know. 

Sincerely, 


Epwarp H. WELL 


t 





Exnipit No. 16 


New ENGLAND Mutua LIFE INSURANCE Co., 
Boston 17, Mass., February 1, 1955. 


te Defense Activities Subcommittee. 
Joun J. Covrrney, Fsq., 
Special Counsel, Committee on Armed Services, 
Poon 306, Old House O fice Building, 
Washington 25, D. C. 

DeaR Mr. Courtney: Your letter of January 17 regarding the activities of 
certain life companies and their agents on United States installations in Europe 
has been referred to me for answer, and I will take up the various questions 
raised in the order in which they appear in your letter. 

The data you have asked for on terminations of insurance in this company in 
1953 are as follows: 


Analysis of terminated life insurance by reason for termination 


| | | 
Ordinary | Group life | Total 


Insurance Insurance 








Matured by death $27, 104, 728 84,172 $27, 188, 900 
Matured as endowment &. R45, ae 0 8, 845, 906 
Term insurance expired 5 116 0 5, 693, 916 
Surrendered policie sR] 19, GOS HO, 334, 289 
Lapsed policies 3, 587, 215 231, 000 43,818, 215 
Policies decreased in amount..-- 778, 624 0 14, 778, 624 

Potal. 150, 324, 770 335, O80 150, 659, 850 


We believe that some clarification of these figures may be helpful. The ratio 
of terminations to new insurance currently written is not, in our opinion, a reli- 
able index for comparisons between companies. The reason is that terminations 
represent an entirely different group of lives from insurance currently writtea, 
and the ratio tends to become larger as a company becomes older, both because 
of the increasing volume of maturing policies and because of the very large vol- 
ume of insurance in force as compared with current new business. The volume 
of terminations shown in the table above arises, in fact, from a portfolio of life 
insurance in force totaling over 31% billion, and you will observe that the lapsed 
and surrendered business was only 24 percent of this total. 
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The question of war risk underwriting. is more difficult. The general under- 
writing policy of this company is to accept insurance on the lives of service per- 
sonnel stationed within the United States without restriction except as to amount. 
There are, of course, special requirements and special underwriting rules where 
unusually hazardous military activities are involved. As a rough index of the 
activity of our field force, out of a total of slightly over 1,100 full-time agents, 
there are 20 whom the company has approved to solicit on specified military in- 
stallations in the United States, and these men have obtained the necessary per- 
mission from the installation commanders. We do not solicit military personnel 
stationed outside the United States, since we are not qualified to do business in 
any foreign country. 

In formulating this general policy, we have attempted to strike a proper bal- 
ance between the legitimate needs of members of our Armed Vorces for proper 
insurance coverage and the risk to our other policyholders of large mortality 
losses caused by war deaths. It is difficult to make an exact estimate of what the 
overall limit should be on military business. Of the total new business written 
in this company during the past 5 vears, not more than 2 percent was written on 
persons who were at the time members of the Armed Forces, and we have felt 
that this is reasonable under the unsettled conditions existing today 

Inferentially, vou have asked for comment on the problem of properly super- 
vising the sale of commercial life insurance on military installations. The prime 
object of that supervision is, of course, the protection of our Armed Forces per- 
sonnel from unscrupulous imposition of whatever kind. We believe that proper 
administration of the present Defense Department directive plus the legal sanc- 
tions which already exist in the regulatory laws of the various States will provide 
the necessary control for sclicitation in this country. What is necessary on our 
bases and installations abroad may be another matter. Obviously the controls 
should be adequate to serve the best interests of our service people, and if there 
are abuses they should be stopped and the necessary corrective action taken. 

I hope these comments will prove of some value in vour current investigation 
and also that vou will feel free to call upon us if we can render further assistance. 

Very truly ycurs, 
Joun Berke, Ir., 
Vice President and General Counsel. 





Exuipir No. 17 


THe NORTHWESTERN Murua Lire INSURANCE Ce., 
Milwaukee, Wis., February 15, 1954. 
Mr. Joun J. CourtTNEY, 
Special Counsel, Committee on Armed Services, 
Room 806, Old House Office Building, 
Washington 25, D. C. 

Dear Mr. Courtney: I am very sorry that answer to your inquiry of January 
17 has been delayed. Mr. Fitzgerald is presently out of the city but had asked 
me to obtain the information you requested and forward it to you. Accordingly, 
I am enclosing a memorandum from our actuary giving a breakdown of the 
figures used in the comparative statement entitled ‘Record of Cancellations of 
Certain Life Insurance Companies,’’ which was filed with you by the European 
Association of Life Underwriters. This company does not write group insurance, 
so we have no group figures. I trust this is the information you want. 

It is regretted that I cannot give you an answer to your question relating to 
the total life insurance which would be a sound policy for this company to under- 
write. As stated in Mr. Fitzgerald’s letter of December 23, Northwestern does 
not use exclusion riders but evaluates a risk as an underwriting function. Asa 
result, we have written quite a volume of business upon young men prior to 
their induction, but we have not been active in the solicitation of business on 
military reservations either here or abroad. 

If I can be of further help to you, please let me know. 

Sincerely vours, 
G. M. Swanstrom, General Counsel. 
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JANUARY 24, 1955. 
te Request of Committee on Armed Services for Breakdown of Insurance Ter- 
minations During 1953. 
To: Mr. G. M. Swanstrom, General Counsel. 
From: V. E. Henningsen. 
The figures for the Northwestern Mutual are total figures as taken from our 
policy exhibit. The details of the figures are as follows: 


1. Insurance in force at end of 1952 $6, 886, 833, 499 


2. Issued during year___----- ee aE Na ii ; — 550, 858, 536 
3. Reinstatements__._........=.... ae 5 5. 12, 398, 874 
4. Increase during year__.._.....---- ee ne ; - 932, 222 
4a. Total, lines 2 to 4, inclusive -_-- 2 rea 564, 189, 632 


5. NI a et erates SRE ae a a 7, 451, 023, 131 


Deduct, ceased by— 


6. Death... Se eee Al PERT ee . 69, 254, 383 
f Maturity aoa i ee eee oo 11, 724, 761 
8. Disability Se rene ia oa os a el pte . None 
9. Expiry : ees ars ect ae ; 19, 228, 625 
10. aa ce ae 79, 394, 020 
11. Lapse Roh ae ees ss 40, 585, 407 
IZ. Decrease ea a ; % 11, 745, 609 
13. Withdrawal - et ee ee i as ; None 
14. Total terminated___...._.__.-- Pd ne f ; : 231, 932, 805 
15. Outstanding end of year___-_-_-_- : 7, 219, 090, 326 


sé 


The figures used in the “Record of Cancellations of Certain Life Insurance 
Companies,’”’ as furnished, represents, as you will see, lines 1, 15, 4a, and 14. 
The ratio which is shown in the tabulation as “Percent of loss’’ is line 14 divided 
by line 4a. 

We of course have no group figures. 

Perhaps a few of the descriptions should be explained: 

Line 9: “‘Expiry’”’ represents the face amount of term policies which came to 
the end of their period of coverage, as, for example, at the end of 5 years under a 
5-vear term policy. 

Line 10: ‘‘Surrender’”’ is the face amount of policies terminated by action of 
the insured in which he received a cash value. 

Line 11: ‘‘Lanses’”’ is the face amount of policies in which there was no cash 
surrender value in the policy when the insured stopped paying premiums. 

Line 12: “‘Decrease”’ is the face amount terminated in the event the policy- 
holder ceases to pay further premiums and leaves the value of his policy with 
the company. For example, a $1,000 policy might have a $600 paid-up value. 
If the policyholder then stopped paying premiums, the $400 coverage going out 
of force would be shown on line 12. 





Exuisit No. 18 


New York Lire INSURANCE Co., 
; New York 10, N. Y., February 4, 1955, 
Mr. Joun J. CourtTNEY, 
Special Counsel, Committee on Armed Services, 
Washington 25, D. C. 

Dear Mr. Courtney: Thank you for your enclosure of January 26, 1955. 

In accordance with the request in your letter of January 17, 1955, we are pleased 
to furnish on the attached sheet a detailed tabulation of our terminations during 
1953. 

It is quite evident that the column titled “Percentage of loss’’ in the Record of 
Cancellations of Certain Life Insurance Companies prepared by the European 








a) 
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Association of Life Underwriters is based on the ratios of two figures which are 
not on comparable bases. The numerator in this ratio represents terminations of 
policies issued during many different years of issue whereas the denominator is 
equal to the amount of insurance paid for during one year of issue only. Thus, if 
we were to consider 2 insurance companies, 1 founded many years ago and the 
other organized only recently, which are experiencing equivalent rates of termina- 
tion (properly calculated) and the amount of business paid for during 1953 was 
the same for each of these companies, we would expect to find that the “percentage 
of loss” determined by the method employed by the European Association of 
Life Underwriters would be higher for the older company since the numerator 
in this ratio would be greater for the older company than for the younger company 
on account of terminations arising from policies issued long before the younger 
company was organized, 

Moreover, the figures prepared by the European Association of Life Under- 
writers combine both group insurance and ordinary insurance. It is quite normal 
for the termination ratio for ordinary business to be substantially higher than the 
corresponding ratio for group business. The termination ratio based on a combina- 
tion of these two lines of business would, therefore, depend to a large extent on the 
relative proportions of group business and ordinary business outstanding for a 
particular company. 

We notice that the figures used in the Record of Cancellations of Certain Life 
Insurance Companies were obtained from Best’s Life Insurance Reports. You 
would probably be interested in knowing, if it has not already come to your 
attention, that Best’s Life Insurance Reports also shows a “lapse ratio’”’ for 
individual companies. Best’s “lapse ratio’ for a particular year is based on 
the ratio of total terminations of ordinary policies, excluding deaths and maturities, 
during that vear divided by the sum of ordinary business outstanding at the 
beginning of the year plus ordinary business paid for during the year. Thus Best’s 
“lapse ratio” differs from that of the European Association of Life Underwriters 
“Percentage of loss’? in that— 

(a) Ordinary business only is considered in Best’s ratio, thus avoiding a 
mixture of two entirely different lines of business; 

(b) The numerator and denominator in Best’s ratio both relate to all 
years of issue. 

With regard to your question of underwriting on military personnel, our com- 
pany has been active in this field and the proportion of our total new business 
which is issued on the lives of men in military service has been in the neighbor- 
hood of 5 percent in recent times. We consider this a satisfactory percentage for 
our company. 

Sincerely yours, 
JAMES T. PHILLIPS, 
Vice President and Chief Actuary. 


Total amount of life insurance terminated during 1953 under New York Life policies 


. ‘ ° inary life G ) life Tots y i- 
Cause of termination | Ordinary life| Group life Total termi 








insurance | insurance nated 

I ita a inci she capaed sdidabidedhitnineessadesdsaadatcsaa| SECU ORL. Sa kaken | seencer aoe 
Maturity -___- ; aS See ee ree 26, 009, 502 | 0 26, 009, 502 
Disability ---.- SSP dcsocdbendshcdaies hes | 99, 027 | 33, 500 132, 527 
AIMEY. . waccace sf aie al emia nce a Ssotiin eas RS eng ea 86, 074, 914 | 0 | 86, 074, 914 
Surrender..._....-.- Fuh caciedivunin wed eiplewac e@ueeumaacoeaane | 120, 260, 411 | 0 120, 260, 411 
BR cewawe raat ; Tainan acasdeusscesa Sayan eee | 3, 864, 604 152, 520, 704 
Decrease... .--- Sok de dicks. dated scabcanadeansiousegnsh ,” SapeOmOenl 0 34, 108, 581 

Ne ies sciatasincniheons deschaccesacimsenmonas | 518, 997, 890 | 7,080,226 | 528,078, 125 


INSURANCE IN FORCE AT DEC, 31, 1953 








Total ordinary insurance . ee i A ae Bical atid hae $11, 949, 964, 837 
Total group insurance - - - - Z Sc nwann ee aay aer dc Ana cankaeeedak sani stadia 466, 373, 627 
Tate COE OUEE GIOU TA ss once - oa os on x as cca kecie en sdnacenead 12, 416, 338, 464 
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Exuisit No. 19 


THE PENN Murua. Lirk INsurANcE Co., 
Philadelphia, Pa., January 27, 19565. 
Joun J. Courtney, 
Special Counsel, Commiitee on Armed Services, 
Washington, D. C. 

Dear Mr. Courtney: I am replying to your letter of January 17, 1955, re- 
questing information in connection with the comparative statement of ‘‘Can- 
cellations of certain life insurance companies”? which you enclosed, and which 
I understand was submitted in connection with the Defense Activities Subcom- 
mittee’s investigation into the licensing of insurance companies by the armed 
services. The comparative statement shows ‘‘Volume insurance lost, 1953’ for 
Penn Mutual to have been $180,901,582, and you have requested us to give you 
the figures which will indicate the nature of the terminations which made up 
this total. 

The total insurance terminated during the year 1953 in the Penn Mutual as 
shown on page 15 of the company’s annual statement filed with the various 
insurance departments was as follows: 


I a ac eee mcs en's «x= O00, O11, 400 
I i eee 6, 667, 133 
Term insurance expired___-______-_- Beate ete eee a lg 9, 440, 990 
IR Sa SN Na a at Genie ae 49, 715, 885 
ae ea tee ott emcee ate a ss aa _. 53, 117, 645 
oN EES ee ee eee re increta eee 31, 082, 177 

II OT RN ea ine cca wile 180, 901, 582 


’ 


(The item shown as “Decreases’’ represents term insurance replaced by per- 
manent insurance in accordance with the conversion privileges contained in term 
policies.) 

I should point out, as I believe you will recognize, that in an old established 
company there will be a much larger amount of insurance subject to termination, 
not only because of lapse, but also because of death, maturity, expiry, ete., and 
only a relatively small proportion of the terminations is related to new business. 
It is also evident that the amount of new business written in any year will be a 
much smaller proportion of the total insurance in force in an old company than 
in a new company which has been writing insurance for only a short period of 
time. Any comparison of terminations arising from all outstanding insurance 
to new business is, therefore, meaningless. 

You also suggested that we comment on our practice in insuring military per- 
sonnel. Since the close of World War II this company’s policy has been to accept 
military business with a minimum of restrictions and without a war clause on a 
basis which will preserve a normal balance of military and civilian business and 
such as will prevent a sudden increase in military business in times of stress. It is 
difficult, if not impossible, to state what this balance should be from the view- 
point of sound underwriting in terms of a percentage of military business because 
of the wide variations in the hazard involved in military cases. I might point 
out, however, that since January 1952 the percentage of business submitted to 
us from month to month which is military business has varied from 1 percent to 
2.9 percent, and we have considered this to be normal. 

Sincerely yours, 
CHARLES E. RICKARDS, 
Vice President and Actuary. 





Exurpit No. 20 


THE PRUDENTIAL INSURANCE Co. OF AMERICA, 
Newark, N. J., January 26, 1956. 
Mr. JoHn J. Courtney, 
Special Counsel, Commitiee on Armed Services, 
Room 306, Old House Office Building, Washington 25, D. C. 

Dear Mr. Courtney: This is in reply to your letter of January 17. We 
appreciate your sending us the complete record of the hearings before the Sub- 
committee on Defense Activities of the Committee on Armed Services. 
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The figures for insurance written and insurance lost used in the tabulation which 
vou enclosed can be analyzed further into the following subdivisions: 


Issued during the year__-____- oe $5, 624, 316, 975 


Reinsurance =i vase 4, 909, 918 
Revived during the year__- : ; 129, 086, 925 
Increased during the year___- : 374, 585, 550 
Total written 6, 132, 899, 368 
Terminated by: 
Death ; 269, 836, 942 
Maturity 82, 869, 921 
Disability 6, O84, 569 
Expiry —- ; 189, 990, 355 
Surrender 573, 696, 277 
Lapse ; 1 601, 742, 181 
Decrease _ _ - 33, 321, 246 


Total lost_ , 057, 541, 491 


bo 


Includes $76,100,894 group. 


I would like to make the following comments about this tabulation: 

1. Insurance revived during the year is often considered as an offset to insurance 
terminated by lapse and the net figure so arrived at is probably more pertinent 
than the figure for lapses alone. 

2. These figures are for the entire company’s operations and include its ordinary 
insurance, group insurance, and industrial insurance. Figures for ordinary 
insurance alone would probably be more pertinent for this purpose. These can be 
extracted for companies from the Spectator Insurance Year Book for 1954 covering 
life insurance on pages 2A through 197A. 

3. The comparison of insurance lost to insurance written is not a valid one. In 
the extreme case where no new insurance was written this woule be obvious and 
this might be true for a particular class of business or conceivably for an entire 
company under certain conditions. A more pertinent relationship would be 
obtained by comparing the insurance terminating by lapse with the mean amount 
of insurance in foree during the year. 

Mr. Howell wrote you at some length on December 23 with respect to our policy 
of insuring military personnel and enclosed with that letter a pamphlet showing 
our practices. In his letter Mr. Howell stated: ‘Our belief is that the obligation 
of a mutual life insurance company is to accept those military risks which are 
offered to it in the ordinary course of its business operations.’’ 

Sincerely yours, : 

PEARCE SHEPHERD, 
Vice President and Actuary. 





Exutrit No, 21 
Tue TRAVELERS 


The Travelers Insurance Co.—The Travelers Indemnity Co.—The Travelers 
Fire Insurance Co. 


LAW DEPARTMENT 
JANUARY 21, 1955. 
Joun J. Courtney, Esq., 
Special Counsel, Committee on Armed Services, 
Room 806, Old House Office Building, 
Washington 25, D. C. 

Dear Mr. Courtney: In reply to your letter of January 17, 1955, the two 
questions which you ask have been referred to the life actuarial department and 
life department, respectively. 

Concerning the comparative statement which was enclosed with your letter 
under acknowledgment, the life actuarial department offers the following: 

Referring to the first paragraph of page 2 of Mr. Courtney’s letter, our 
amounts of life insurance terminated for different reasons in 1953 were as 
follows. The first column itemizes our figure from the column headed 
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“Volume insurance lost, 1953” in the table enclosed in Mr. Courtney’s letter 
As a matter of interest we give in the second column the corresponding figures 
with group insurance excluded. 


Ce 


ased by 


Death_ 
Maturity 
Disability 
Expiry 
Surrender 
Lapse 


Total 


Amount of insurance 


Including 
group 
insurance 


$98, 987, 452 
14, 553, 762 
4,095, 317 | 
18, 630, 778 
63, 714, 785 


232, 688, 783 


~ 


Excluding 
group 
insurance 


$48, 785, 380 
14, 553, 762 
31, 500 

18, 630, 778 
63, 684, 475 


139, 499, 586 


285, 185, 481 





We might comment with regard to the table enclosed by Mr. Courtney that 
the column headed “‘Insurance written, 1953” is actually the total of the following 
four amounts. The headings, and the corresponding footnotes, are quoted from 
the policy exhibit of the Association Edition of the Life Annual Statement. 


Issued during year ! — ee $1, 056, 225, 247 


Reinsurance 2 13, 692, 271 
Revived during year 3 645, 959 
Increased during year 3 ; Lig : 843, 249, 850 

1 In this line should be included bona fide direct new business only In case of group policies, the initial 
coverage should be entered in this line. Paid-up and extended term insurance issued in lieu of other insur- 
ance should be treated as a policy change. Has this been done? Answer: Yes 


2 In this line should be reported all reinsurance assumed. Where the reinsurance of a block of business is 
involved, include such transaction herein, attaching exhibit indicating figures included in each line and 
column 

3 In case of group policies, enter net of increases and withdrawals as positive figure in either item 4 or 
item 17 (Increased during year and withdrawal). 


As to the question of our company policy with respect to insuring military 
personnel, the life department has furnished the following 
The percentage of total life insurance that any company should write on 
military personnel is a question which is very difficult to answer with any 
degree of definiteness. Considering the large number of companies writing 
or willing to write insurance on members of the armed services, it would seem 
that insurance volume in the amount of from 1)4 percent to 244 percent of the 
total ordinary writings of a company might be considered warranted. Two 
percent is approximately the figure that this company is presently writing 
on military risks, and there is no inclination on the part of the company to 
materially increase this percentage. 
Verty truly yours, 
JoseEPpH Wapswortnh, Attorney. 





Exuisit No. 22 


THE Onto Nationat Lire INsuRANCE Co., 
Cincinnati, January 31, 1955 
Mr. Joun J. CourtNEY, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 25, D. C. 

Dear Mr. Courtney: We are glad to supply the additional figures which you 
requested in your letter of January 17 with reference to insurance written and 
terminated in our company during 1953. 

Enclosed is a breakdown of our insurance account for 1953 from which we hope 
you will be able to obtain the information you desire. Several comments are 
in order. 

You will note that we have separated the total figures into three breakdowns 
The first column of figures represents what we call direct business, that is, busi- 
ness written by our own agents on individual applicants. The second column 


: 


ee 
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shows reinsurance assumed by us from other companies. The reinsurance as- 
sumed does not constitute business which our agents solicited directly, but rep- 
resents business written by other companies which have passed along part of the 
risk on the larger cases to our company according to a principle which minimizes 
large fluctuations in an individual company’s operations when a claim occurs on 
a large policy. These reinsurance figures are shown separately because the ter- 
minations of reinsurance assumed do not necessarily mean that the insurance 
purchased by the individual policyholder has terminated. The usual procedure 
in reinsurance is for the amount of reinsurance to reduce automatically each year 
as the reserve on the policy of the originating company builds up reducing the 
originating company’s net amount at risk on the case. Also, as a company which 
has ceded reinsurance increases in size, it will frequently increase its own reten- 
tion limit and “‘recapture’’ part of the reinsurance which it has previously ceded. 
Such transactions for any calendar year are reflected in the termination figures 
for the company to whom the reinsurance was originally ceded. The third col- 
umn on the sheet represents group insurance. For our company you will note 
that this is only a nominal amount. The fourth column shows the total figures 
for 1953. 

We believe.the figures itemized under the caption “Additions” are self-explana- 
tory. As for the figures shown as ‘‘Deductions,’”’ several comments are in order. 
As you indicated in your letter, insurance terminated because of death and ma- 
turity has run its full course and should not be considered along with lapses. 
Some of the other figures are of a similar nature. Insurance terminated because 
of expiry falls in this category. This represents term insurance which was issued 
to run for a specified number of years such as 5, 10, or 15 years or to age 65, taken 
out for a temporary need, which has run to the end of the term and has served its 
original purpose. Similarly, most of the amount shown as “‘decreased”’ represents 
insurance which has run its normal course. A small proportion of this total 
represents insurance under which the policyholder has found it necessary to have 
his policy reissued for a smaller amount. We are not in a position to break this 
figure out on an exact basis without a considerable amount of extra work. We 
can say, however, that most of the decrease figure represents normal reductions 
under term insurance contracts which were issued with a yearly reducing term- 
insurance schedule designed to cover the unamortized balance of a mortgage loan 
or to provide family income benefits from the date of death of a policyholder to a 
predetermined date fixed at the time the policy was issued. 

In only the surrender and lapse figures are there any substantial amounts of 
insurance which has not run its normal course. Even here, there is a considerable 
amount of insurance which should not be considered lapsed in the usual sense. 
As for surrenders, this occurs at varying times during the lifetime of the policies. 
It is true that some of them occur only a few vears after a policy is issued. But 
many of them occur many years after a policy has been issued and after the 
insurance policy has served the purpose for which it was originally taken out. 
A significant part of the insurance shown as surrendered represents level premium 
life insurance which has been carried for many years up to an individual’s retire- 
ment date and the policyholder no longer has need for the life insurance benefit 
but surrenders the policy and applies the accumulated cash value, in accordance 
with the terms of the policy or by agreement with the company, to provide a life 
income for his benefit. 

While a substantial proportion of the insurance shown as lapsed represents 
business which went off the books within the first vear or two after issue, we should 
mention that slightly more than one and one-half million dollars shown as lapsed 
was terminated coincident with issuance of new insurance under the conversion 
option of our term policies. The termination of the term insurance shows up in 
the lapsed figures, and the permanent insurance to which the term policy was 
converted shows up in the new business figures for the year. It is also worth 
mentioning that a significant amount of insurance shown as lapsed has been in 
force for a number of vears, the policyholder has not been paying any premiums 
for several years and the insurance has been continuing in force because of the 
value which was accumulated while premiums were being paid, and that value 
has now been entirely used up and the insurance has expired. 

As you are no doubt aware, the lapse rates for life insurance are highest within 
the first policy year, and they reduce rapidly thereafter. Consequently, it does 
not necessarily follow that a company which shows a very high total lapse rate 
has a poorer persistency than a company which shows a lower total lapse rate. 
The first company mentioned might have a larger proportion of newly issued 
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business on the books than the other company. A true picture could be obtained 
only by comparing the lapse rates of the companies for each individual calendar 
year’s issues. 

It would be difficult to state a percentage of total insurance which would be 
sound for our company to write on military personnel and individuals subject to 
war risk. Our philosophy is to insure against as many hazards as possible, so 
long as the hazard can be measured with some degree of accuracy and an anpropri- 
ate premium charge can be determined. In such an unpredictable area as that 
surrounding military service, particularly in event of large scale combat, we have 
not found any satisfactory way to measure the hazard. Consequently, we feel 
that we have an obligation to the main body of policyholders to take certain 
safeguards. 

As for members of the military service, or where service in the immediate 
future is imminent, our practice is to issue limited amounts of insurance without 
a war risk exclusion provision, on applications received in the normal course of 
an agent’s solicitation. If larger amounts are anplied for, a war risk exclusion 
clause in included in connection with the amount exceeding our limit. We have 
no specialists who write military business exclusively, nor are we taking any 
stems to encourage such specialization. 

For other classes of applicants where the possibility of military service exists, 
our policy is to issue, on an unrestricted basis, what seems a reasonable or normal 
amount consistent with the age, income, status as to dependents, ete. In other 
words, we hope to keep the distribution of our total business by age, occupation, 
and amount, substantially as it would be if there were no special hazard related 
to military service or no special incentive to buy additional insurance because of 
the special hazard related to militarv service. 

We hope the information supplied and the comments which we have made will 
be of assistance to you. If we can be of any further help, please let us know. 

Sincerely yours, 
Paut E. MARTIN, 
Actuarial Vice President. 


Direct business 


2einsurance 
(business writ- Reinsu 


issumed from 


ten by our own : Group Total 
other com- 
igent except 
anies 
group 
In force December 31, 1952 sr a eS SEN $543, 102, 164 $15, 448, 042 $1, 239, 440 ($559, 789, 646 
Additions: 
New policies issued during 1953 102, 741, 925 3, 804, 794 0 | 106, 546, 719 
Reinstatement of policies lapsed in previous 
years , 421, 559 9, 226 0 430, 785 
Increases during year in existing policies __- 1, 898, 847 21, 322 176, 853 2, 097, 022 
Total additions _ s 105, 062, 331 3, 835, 342 176, 853 109, 074, 526 
Total es 648, 164, 495 19, 283, 384 1, 416, 293 | 668, 864, 172 
Deductions 
Deatl 3. 029. 404 18. 648 19, 500 3, O80, 552 
Matured endowments___- 620, 980 0 0 620, 980 
Expiry : ‘ 2, 282, 274 44,381 0 2, 396, 655 
Surrender 8, 02, 845 0 0 8, 062, 845 
Lapsed re 19, 924, 972 1, 171, 225 0 21, 096, 197 
Decreased ; : ' 6, 867, 039 1, 402, 666 0 8, 269, 705 
Total deductions one sapieak 40, 780, 514 2, 636, 920 19, 500 43, 436, 934 
In force December 31, 1953... ...-- : 607, 383, 981 16, 646, 464 1, 396, 793 | 625, 427, 238 





Cat re 
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Exnuisir No 23 


THe Onto State Lire INsurRANCE Co., 
Columbus, Ohio, January 25, 1956. 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 24, D. C. 

Dear Sir: In answering your letter of January 17, 1955, the figure in the com- 
parative statement opposite the name of this company should be $16,813,525. 
this figure is the total of the following: 


an RENIN) irl eS cd eS ain meee ete $1, 553, 795 
Garey ee RINNE 08 5 es eee ae oid de endian abe 447, 104 
(2) Expiration at end of term period of term policies, term rein- 

surance, and extended insurance. _._........._------ 1, 571, 379 
CA): Tre GOP ORNS WRG 6c we ics < seek wdcwetitdcnincne 2, 596, 953 
COD I aids, hardin tiaidet Rin ate ie alan biglbalthinemdtin ene 7, 883, 797 
(hy NG cathe cada G cos cod awa eiNwaeaiacs 2, 760, 497 

Weis louastccatecdewns deveuscl hi weepaeweewanees 16, 813, 525 


(No group insurance lapsed in 1953.) 

It is difficult to say what percentage of a company’s total business should be on 
military personnel with the assumption of the war risk. Presumably, if the proper 
extra premium is received for the extra hazard of war, all of a company’s business 
could be on military personnel with the assumption of the war risk; however, I 
doubt that such a presumption is correct because deaths might come so closely 
together that the company might not have sufficient funds to pay all claims as 
they occur. This company, of its total new policies issued, will issue only a small 
number of policies on the lives of military personnel with the assumption of the 
war risk. At the present time, we will consider issuing various limited amounts 
of insurance at various extra ratings to military personnel, above the four lower 
pay grades, with the assumption of the war risk. We will not issue policies on 
personnel in the four lower pay grades on any basis. 

Very truly yours, 
CLARENCE L. PETERSON, 
Vice President and General Counsel. 





Exursit No 24 


ATLANTIC LIFE INSURANCE Co., 
Richmond, Va., January 27, 1955. 
Mr. Joun J. Courtney, 
Spe ial Co l, C'" mm tlee on A m l Se rv7 














Room 30 » Old House Of ilding, Washington ma. £y. Ey. 

Mr. Courtney: We sunsie ize for our lateness in responding to yours of 
7th, occasioned by the fact that most of us have been away on extended 
arate et is atta 1 as iested, showi ls paid rities, 
TC.. fc r the vear 19 3. | believe that % u are fa ilis r Wi h the | iol er 
1 ] in ind rial a ompare 1 to or lit arv busine ” Mi s of 
‘companies listed on the sheet which accompanied your letter are strictly 
co’ pa ie , \ ew of the i lil e Atl nti . are co I i wtiONn co pat ies 
writi both ordinary and industrial. As Atlantie writes bot! ind trial and 
ordinary insurance, we are showing the figures separately for the ordinary and 
indu partments. This information is given by this a other companies 
on ( in our Annual Statements which are filed with the insurance denpart- 
ments of the various States in which they operate and a copy of this company’s 

annual statement is on file in Washi ton with the insurance department. ; 
Pefore giving you a brief statenent of this company’s policy with respect to 
military business, we should sane here that. we are now licensed and operating 


in eight States andthe District of Columbia. Business on Army or Navy personnel 
for this company has been written within these areas of operation by general 
agents, managers, and career agents of this company who have long been with us 
and established life-insurance men in their respective communities. We have 
never written any military or other business in Europe and are not directly or 
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indirectly affiliated with the European Association of Life Underwriters or familiar 
with its activities and purposes. : 

May we also record that we have not had an opportunity to read the record 
which you sent us of the hearings before the subcommittee but shall endeavor to 
do so as early as possible. 

At the outbreak of the Korean war, life-insurance sales increased sharply among 
those in military service or exposed to it. Our position here in the Atlantic was 
that we did not want to use the war exclusion riders in our ordinary policies if it 
could be avoided. With some other companies employing this, however, we recog- 
nized that a considerable amount of military business, so-called, would be chan- 
neled into the companies not using the war exclusion provisions. We, therefore, 
limited the sale of new life insurance to not more than $10,000 on a permanent 
plan to those in or exposed to military service and written exclusively by our own 
permanent organization. In other words, we did not accept brokerage business 
from agents of other companies, nor did we or would we employ new agents for 
the purpose of soliciting business from military personnel only. Our military 
business during the Korean conflict varied from 10 to not more than 15 percent 
of our new paid for business. Of course, as months went on, it tapered off rather 
sharply. This business was underwritten and handled like all of our civilian 
business. It would be impossible for us to tell you what portion of our insurance 
in force may now be held by those in the armed services since there was no segre- 
gation or different treatment of any sort given to this type of business. 

During 1953 with what all of us hope has been an improvement in the outlook as 
to a shooting war, we modified our restrictions to military risks. Curréntly, we 
will consider up to $15,000 on ages 30 and under and $25,000 above age 30 on 
commissioned officers and noncommissioned officers in the 3 upper-pay grades. 
All Reserves, unless alerted or called for active duty are currently being given the 
same consideration that we would to any civilian applicant. In these days of 
international tensions and military readiness, I think personally that this company 
would have to adjust this policy, so to speak, to whatever new conditions arise. 

You inquired as to our opinion concerning the percentage of our total life insur- 
ance which would be sound on military risks. That is a difficult question to 
answer. The management of this company has never taken a position about it. 
Since we were not a company which made a specialty of soliciting military busi- 
ness and our normal flow of such business, under the limitations, has not been 
excessive. 

We apologize again for our lateness in replying and invite any further inquiry 
if we can assist you and your associates in the work before you. 

Sincerely yours, 
Cras. W. Puiuurps, Vice President. 


Ordinary business: Industrial business: 
Death -sackeus ee Death $247, 244 
Maturity _- ; 652, 310 Maturity- 3, 302 
Expiry- 862, 877 Expiry 213, 554 
Surrender s 2, 079, 443 Surrender ‘ 653, 964 
Lapse 11, 002, 415 Lapse__-- ; 22, 859, 183 
Decrease . 2.197, 565 


Nore.—Very little industrial business, if any, was written on military risks. The majority of it was sold 
through the ordinary department. 


: 


Ne Mays 2 


ee ee 








: 
: 
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Exuipit No. 25 


Tue Lire INSuRANCE COMPANY OF VIRGINIA, 
Law DEPARTMENT, 
Richmond, Va., February 17, 1955. 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
House Office Building, Washington, D. C. 

Dear Mr. CourtNny: We appreciate your letter of the 15th bringing to our 
attention exhibit No. 2 introduced by the European Association of Life Under- 
writers on January 10, 1955. We have been unable to find any record of our 
having received your earlier letter of January 17. 

The following comments are made with respect to the information shown in 
the above exhibit insofar as the same concerns this company. 

The amount of insurance in force on December 31, 1952, was $1,455,214,144, 
and on December 31, 1953, $1,586,297,064, as shown in the exhibit. 

There is attached an extract from the annual statement of this company for 
the year ended December 31, 1953, showing the amount of insurance written and 
the amount of insurance terminated in 19538. In our opinion the headings 
“Volume Insurance Lost, 1953’’ and ‘‘Percent of Loss,’’ shown as headings over 
the last two columns appearing in the above-mentioned exhibit No. 2, are incorrect 
as shown by the extract attached to this letter. If terminations during any year 
are to be compared, such should be with insurance in force, rather than the amount 
of business written during such year. 

We assume that the reference in the second paragraph of your letter of the 15th 
to the presentation by the European Association of Life Underwriters of this 
company’s position has reference only to the figures concerning this company set 
forth in exhibit No. 2 commented on above. If the European Association of 
Life Underwriters has undertaken to do more, we shall appreciate your advising us. 

Sincerely yours, 
WILLIAM R. SHANDs, 
Vice President and General Counsel. 


[Extract from annual statement for the year 1953 of The Life Insurance Co. of Virginia] 


€ 


1. At end of previous year - 
> 


Issued during year__ 


ORDINARY 


BUSINESS 


$807, 441, 972 
162, 922, 293 





oA. Reinsurance 5 : ae 
3. Revived during year- ----- ; eee aa 12, 576, 915 
1. Increased during year ii edaa esi ae ; ee 3, 914, 825 
4A, Total, lines 2 to 4, inclusive__- er et de elt 179, 414, 033 
5. Total before transfers aed aia ; * * * 
Transfers: 
6. Deductions. ____---_- * + # 
a Additions_ 2s 
8. Balance of transfers___- . er copes a aie ahs * * * 
9. Total after transfers - _ -~.------ ‘ : ---- 986, 856, 005 
Deduct ceased by— 
10. Death... scat 3 eats 3, 954, 740 
Lt. Maturity~ as pa eaeata 883, 807 
12. a. tga aac ere sara pete ee = = Sees 
13. Expiry ——— : 3, 913, 766 
14. Surrender____- ; Be adn ea on ine 9, 417, 738 
15. Lapse : ; ae 33, 851, 127 
16. Decrease * : ; ttt 18, 059, 776 
17. Withdrawal__- . ah eute oo ee Aa 
17A, Reinsurance _ _ . - - ae Sian eed is i vas ooo cae ee 
18. Losel terminated............. Et enn een ithe tas 70, 080, 954 
19. (a) Outstanding end of vear_ -_--- pi NA eam ate saon GRE ae. 051 


20. Policies reinsured__- -- ---- eta eta aS new eae oa ae 7, 022, 681 
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WEEKLY PREMIUM BUSINESS 


21. At end of previous year._................. cia binnase $647, 772, 172 


Ne TN EE conc necucsnccaneceteowewenees 80, 354, 105 
Ir A ne he 

23. Revived during year ...............-. stale Na ai ab hes eat 26, 210, 444 

IN ec we is adh inn enmecdisink ws niecnib ess mn mice 








24A. Total; lines 22 to,24, inclusive............-......<..-. 106, 564, 54! 





25. a IIS nn * * * 
Transfers: 

26. I an I a is tn ee * * * 

27. NN a ne x * * * 

I * * * 

29. I I ce as ies nnd his te ml in ine 754, 336, 721 





Deduct ceased by— 
30. i os 2, 765, 056 
31 Maturity.._.----- A laa a al a ai oe 329, 817 


32. Disability. .......----- aie eenceandaaace ERICA gy MOM 
33. Gee pede alekcns Ti emienwesamemse ae 
34. PRE oc damcn sens dcuws sa ich nat mate am tees oo oe 16, 358, 166 


35. SES a ee Sete -- 60, 483, 447 
36. DONIIO sotto mmcmns ae Sehiwetine alana mses 2 400, 873 
36A. RENNIN peng ort ae eatin curpla nner eeu a ae. iin Roe come aa 


37. Total terminated _-_-_-- re ee ee kee ss 84, 814, 708 





38. (a) Outstanding end of year- ictntuescc MOR Bee Ole 
39. Policies reinsured__.....---- sa aibcsas bsacs te aac ol te a oi 6 a eee cata 





Exuisit No. 26 


INDIANAPOLIS Lire INSURANCE Co., 
Indianapolis 7, Ind.., January 26, 19564. 
JOHN J. CouRTNEY, 


? 


Spec al Co 47i8€l, Comm ttee on Armed Se rvices, 
Old House O flice suilding, Washinaton 6, DD. €. 


Dear Mr. Courtney: I shall attempt to answer your inquiry of January 17. 





The matter of ter ns is not normally approached in the manner demon- 
strated by the enclosed record of cancellations. This would indicate that our 
company, the Indianapolis Life Insurance Co., wrote a total of $33,114,960 of 
new ‘business in 195 >, and lost $16,956,903, or 51.2 per . The comparison is 
misleading it at it would indicate that of the business written in 1953, only 
half remal do the bool iy hi would | a, very disturbir col dition i deed. 

As a1 r of fact, of the business written by our company in the year 1953, 
as of 3; time, t is t ! nd of 1954, approximately 95 percent is still 
in force. Of business written in 1952, approximately 13 percent went off the 
books in 1954; of business written in 1951, approximately 5.9 percent; of business 
written in 1950 approximately 4.4 percent; and of business written in 1949 
approximately 4.2 percent. In other words, in determining the persistency of 
busi s, the tabulation must be with reference to the r: of lapse on any year’s 
new business in the succeeding years. The only benefit to be derived from a 
comparison of total terminations in 1 year with business newly written in that 
year is to establish th amount of gain of insurance in force 


For example, the column in your list entitled ‘Volume Insurance Lost, 1953’’ 
includes terminations not only from business written that year, which would 
be relatively small, but terminations due to maturity, death, lapsation, and sur- 
render on policies written, in the case of our company, over the past 50 years. 

I am unable readily to give you the exact figures as requested, but for your 
purpose it may be satisfactory to indicate first that this company writes no group 


insurance, and secondly, that our death claims for the year 1953 were approxi- 


ial 


) 


; 
t 
‘ 
; 
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mately $1,200,000. Maturities of another type are not combined, and I do not 
have available any breakdown to furnish. I would guess that it would be under 
$1 million in any given vear. 

Possibly from these figures and the termination data heretofore given, you 
can establish the pattern desired. 

With regard to our company policy as to insuring military. personnel, we do 
use war and aviation exclusion riders during periods of war, that is to say we 
have in the past. At the present time, we will insure in limited amounts men in 
the Armed Forces, depending upon individual conditions affecting the risk in- 
volved. On fliers, of course, we would use an aviation exclusion rider, just as 
we would a private flier not in the Armed Forces. 

So far as the establishment of a percentage which this company could assume 
in the event of war and assumption of insurance risk, this does not seem properly 
a matter for individual company determination, but in my opinion, in the event 
of widespread war and insurance written under the circumstances, it would 
necessarily be considered and approached on the matter of an all-industry solution, 
My recollection is that the matter of a so-called catastrophe pool plan received 
considerable attention a number of years ago, and would undoubtedly be revived 
and possibly implemented in the event of emergency. 

I trust this material may be helpful. I do not care to comment upon the 
material on pages 190 and 191 of the hearings pamphlet, except that I trust that 
anyone who relies upon comparisons of that type understands the relationship 
of the various ratios and their application to the particular companies involved. 

If this company may be of assistance in any way, please do not hesitate to 
request it. 

Very truly yours, 
NEWELL C. Munson, 
General Counsel. 





Exuisit No. 27 


Tue Lincoun NatIionat Lire INSURANCE Co., 
Fort Wayne, Ind., January 20, 19565. 
Mr. JoHN J. COURTNEY, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, 
Washington 25, D. C. 

Dear Mr. Courtney: We shall be happy to assist you in any way possible in 
your investigation of the insurance of military personnel. 

I am enclosing a copy of our policy exhibit for the year 1953 from which the 
figures shown on the report enclosed with your letter of January 17 were taken. 
You will note that the business of the Reliance Life Insurance Co. of Pittsburgh 
was merged with that of the Lincoln National on January 1, consequently line 2A 
may properly be added to line 1 to determine the business in force at the beginning 
of the year. 

It seems to me that the table shown is extremely misleading and the ratios in 
particular have little significance. An old company which was writing little new 
business would have heavy death claims and maturities, thus showing a high ratio. 
Carried to the extremes, a company which wrote no new business would have a 
ratio of infinity. On the other hand, a new company with very little business in 
force would probably have a low ratio because there would be no death claims or 
maturities and very little business on the books subject to lapse. Since the 
terminations are based on business in force, they have very little relationship to 
new insurance written. Consequently, a ratio obtained by comparing two unlike 
items has no significance. It might be said this is a little like comparing apples 
and oranges. 

The amount of military business to be accepted by a company depends on many 
different factors. Prior to the war, about 10 percent of our direct new business 
was written on military personnel. We found that policies written on commis- 
sioned officers and the upper pay classes of enlisted men were very satisfactory. 
The lapse rate was better than average for civilians and the mortality rates were 
good. However, the lapse rates on the lowest three pay classes were extremely 
high. After the war, and particularly after the Korean episode we felt that 
perhaps we were accepting too large a proportion of military risks and we began 
limiting the amounts which we were willing to accept from any one agent or on 
any one life. At the present time, about 1 percent of our new business is on the 
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lives of persons enrolled in milit: rv sery ice Since we haveas ibstantial block 


in force, we feel that we should keep at a fairly low ratio the amount which we 
are currently writing 
Sincerely yours, 


H. F. Roop, Vice President and Actuary. 





Exurpit No. 28 


CALIFORNIA-WESTERN STAT! Lire INSURANCE Co., 
Q Lm / », ( / / 16, 19 5 
Mr. Joun J. CourRTNEY 
Np Ww Cow l. Con ti 0 | a ¢ 
Old House Office Buil q, W Fe ee 
DraR Mr. Courtney: In tne first paragraph of t s re of vour recent 
lett vddr f oO us, Vo a ‘ f it breakd of t rminations of 
our co DANY or the ¢ il lar \ r 1953 
T chart v h vo sent 1 ws a deer t itions in our 
co! for t ar 1lY¥oo ¢ re NY | eX j ' i¢ tI 
yea 1953, subn { { { arty I to pe 
$65,982,997 >) { i} 17,776 i) ( j i ( ( » life 
j a 
! 1 ‘ ‘ il § 206 S4 I 
br of t { 
B eg y 267 é 17 
] i I \ } 140 
| ‘ rea is ISS, 207 
B i? 4,109 
j rPror 2 4 543 
By la 20, 401, 3608 
Total }S, 206, OS4 
1 nr wn of g hfe te nat ) for 195 Vi follow 
By death $1, 209, 796 
By expiry 16, 310, 117 
By decrease__- 247, 500 
By disability-- 9, 500 
Total 3 17, 776, 913 
We have at no time been interested in soliciting life insurance from persons in 
the Armed Forces who are located outside the United States. As a matter of 
fact, we write a very limited amount of life insurance on persons in the Armed 
Forces. When we Co so we issue the policy with a war and aviation clause. 


i 
Very truly yours, 
R. N. Griswoup, 
Second Vice President and ictuary. 





Exuisit No. 29 


OccIDENTAL LIFE INSURANCE Co. OF CALIFORNIA, 
Los Angeles, January 31, 1956. 
Joun J. CourtTNEY, Esq., 
Special Counsel, ¢ ommittee on Armed Services, 
Old House Office Building, Washington 25, D. C. 

Dear Mr. Courtney: We are pleased to give you all of the information asked 
for in your letter of January 17 as far as we are able to do so. 

We have examined the comparative statement. There is a serious error in the 
figures relating to Occidental. Instead of showing the correct figure of about 
$390 million for insurance terminated in 1953, they have shown a figure of over 
$624 million which actually is the amount by which our insurance in force increased 
during 1953. They showed a 61.5 percent of loss when the percentage was 38.5. 
I am attaching an analysis of these figures made by our actuary, Mr. M. T. Lake. 









ANNUAL STATEMENT FOR THE YEAR 1953 OF THE LINCOLN N 


ORDINARY _BUSINESS EXHIBITS OF INSURANCE POLICIES—PAID- 
The following is a correct statement of the ORDINARY business of the year on policy account as it stood at close of business December 3 










1. Whole Life and Endowment Policies 
(Excluding Group) 





2. Term and Other Policies (Excluding Group), 


CLASSIFICATION including Return Premium Additions 









































At end of previous year... 

*Issued Suite oe Aetianet #& Reins» 
2A. tReinsurance.Rewiance Lire 
3. 
4. 
4A 
5. Totals before transfera.... 
6. 
a 
9. Totals after transfers... 

DEDUCT CEASED BY: 

By etl deci tantiicisickitasssoioneni ad é 26 7 __10,052, 720 
ee i ctetearessctescnsneinnstnnniii 616 : ee 
Oe tes aiasneeeisinmiinttins  ediieeteieted ss pam 6 
ede dcttateiatatesaaicnstsnisasais ee 86,510,217 __ 
a enc atanlncsepinieti B69 =e _|  ___s— « & 931,26 
Be TI cccsiantccdebibisidasnanicitdessecesbiieies 228 a i * __ | 130, 351, 239 
i casa crtancenncennsicteeiil i : ) | ; 72,988,377 
Bis, CMRI ss cnicccssisscntenensanssstheseiitaibi - ° 
Bg I crictincccntesciveccdenkeciianeiated ee ‘ 
18. Total terminated... .. dei : f 8. 194 04.8 re 
19. (a) Outstanding end of year... _ RK. 898, 165 22,766, 366 O | ____—sai4.«, 989,641,456 |____ aa USS 
20. Policies reinsured_._............_.........-. : O58 164 p 1 18, 064 


INDUSTRIAL BUSINESS 


CLASSIFICATION 








er CS)” eee 
22. *Issued during a 
i atcecaciniehesticheienictamenanaboene 
23. II i iciccttctineccincicnsnctsncisienieninigionne 
24. Increased durin a 








Totals after transfers... 
DEDUCT CEASED BY: 

i ta a scictnancs canencitinnnstihasinceviciie 

nn ccehiteintnine 

—- Cecilia 
Reinsurance... a aati eter 
otal terminated... 

(a) Outstanding end of year.. sialsiel 

39. Policies reinsured._.......... a 


Nots.—Instalment policies and others involving supplementary contracts should be entered and deducted in above Exhibit of Policies for the commuted value of instalments only. 
State the amount of (A) decreasing term jnsurance contained in Family Income, Mortgage Protection, etc. policies and riders and (B) additional insurance under non- Soa ne 



































ee SENSE 











Line 2, Column 1 (A)... _ eee sisi iiatncs Column 2 (A)..49:501.494. Line 19, Column 1 (A) eo O . Column 2 (A). 224, 

*In this line should be included bona fide direct new business only. In case of Group policies, the initial coverage should be entered in this line. Paid-up and extended term ins 

(a) Paid-up insurance included in the final totals of items 19 and 38 (including additions to policies). No. of ORDINARY policies _..._.__._..__»_.___., amount, $___ 
Additional accidental Death Benefits included in life policies were in amount. $- 1,613, 167,687 _ 


tin this line should be reported all reinsurance assumed. Where the reinsurance of a block of business is involved, include such transaction herein, attaching exhibit indicating 
t This is to include reinsurance of the entire business of a company or of its business in a state or section of the country, but is not to include reinsurance of individual risks. 
**In case of Group. policies, enter net of increases and withdrawals as positive figure in either item 4 or item 17 







LINCOLN NATIONAL LIFE INSURANCE COMPANY 


ICIES—PAID-FOR BUSINESS ONLY 
iness December 31. Additional accidental Death Benefits provided in life policies must NOT be included in this exhibit. 







5. Total Numbers and Amounts 


oO 























0 aT a 523, 76 
LO2> | —saSadoo | «71,907,908 | «10, 660, O76 
we 283 182,868 ° 





the year on policy account as it stood at close of business December 31. 


es, including Return Premium Additions 3. Additions to Policies by Dividends 





























a - —————— 


Saeco oe | 








instalments only. 
under non-decreasing term riders included above, as follows: (Direct Business Ow) 
Column 2 (A). 224, 798,574 State basis of calculation under (A). CURRENT Year Mean Amount Ar Risk 
» and extended term insurance issued ia lieu of other insurance should be trested as a policy change. Has this been done? Awswer:___ YES 
amount, $_— 3 No. of INDUSTRIAL policies _____., amount, §___._._.__... 








hing exhibit indicating figures included in each line and column. 
pe of individual risks. 
59074 O - 55 (Face p. 120) 
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_ 


He compares the figures taken from the comparative statement with those shown 
in Best’s reports. 

In the last paragraph on the first page of your letter, you ask for a breakdown 
of the insurance written off our books and the reasons for the writeoff. We have 
shown this on the attached statement with the terminations broken down by reason 


for termination and separated into ordinary and group. At the end of this table, 
we have noted that the amount of decrease includes about $34 million of runoff 
of decreasing term insurance. Although this runoff is a decrease in insurance in 
force, it occurs under the terms of the policies and does not result from the dropping 
of policies by insureds. 

\s to Occidental’s policy with regard to insuring military personnel and war 
risks, [am attaching a copy of our instructions to the field for such risks for your 
informatio { gather that your | rime concern is for those con panies which are 
actively writing military personnel and particularly in the European theater 
Our comments will be aimed at this particular problem. 

Our company’s phil piiy has been, and still is, that the risk of death from war 
isnotranri contemplated in our premium structure and for this reason should be 
excluded from coverage under our policies unless an extra premi is charged. 
It i t our poliev to charge an extra premium for the war risk as we do not feel 

c! pren could | ‘curately calculates 

Wi cognize that there are manv cases where there is a potential hazard from 
war but h ha i lite remote. In such cases, we feel that it would be 
unduly har to add a war clause and, at the same tin we feel we cannot entirely 

) possible hazard resulting from war. It is this type of case that the 
attached underwriting rules are designed to cover. 

You will notice that where the : licant is in the service, he falls in category I 
or lI d | ing ony her or not iupt to be sent ove 1 ] Line \ ! { 
forej ir is Exe we limit the amount to $2,500 for lives 1 rage 30 and 
$5,000 for those between 30 and 40 and restrict the insurance to the higher premium 
pla! Wef 1 that t restriction on amount ang pla 1 of insurance precludes 
any rious antise tion in contemplation of the war hazard and, at the same time, 
permits u o offer nie nsurane to those applicants w » The 1 it 

With 1 ird to t writing of insurance in the European theater, we do not 


write any such insurance, We will only accept applications from those areas in 
which we are licensed to do business so that no insurance on either men in military 
service or civilians can be written in the European theater. 
for our opinion on the percentage of our business that we feel it would 
be sound for us to write on military personnel. This is a very difficult question 
to answer in that we do not have any actual record of the amount of business 
written on men in the service. However, I feel I can safely say that we write 
only a very small percentage of our business on servicemen and do not encourage 
the writing of large amounts of such business. Of interest in this regard is the 
rule applicable to all of our agents which states that each agent or broker must 
submit a number of applications on civilian risks equel to those submitted on men 
in the Armed Forces. <A further indication of our attitude toward such risks is 
the fact that we limit those servicemen who expect to be sent overseas to amounts 
of $2,500 to $5,000 compared to our regular retention limit of $125,000 for these 
ages. 
If we can be of any further help to you, please let us know. 
Yours very truly, 
Howarp J. Brace, Vice President and Secretary. 


Analysis of fiqures shown in statement received with letter of Jan. 17, 1955, from 


J. J. Courtney 


Line No. 23 in this report represents Oecidental. 

The figure shown in the column headed ‘‘Volume insurance lost, 1953” is 
ineorrect for Occidental. The method of determining tnis figure for other com- 
panies by subtracting from the insurance written during 1953 the amount by 
which the insurance in force increased during the year. In the case of Occidental, 
the report erroneously shows the amount of gain in our in-force for the amount of 
insurance lost in 1953. 
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Figures as Correct 

shown figures 
Insurance written, 1953___- pie ; $1, 015, 002, 729 $1, 015, 002, 729 
Insurance in force, 1953___- : = . 4, 582, 427, 020 4, 582, 427, 020 
Insurance in force, 1952.. 3, 958, 157, 549 3, 958, 157, 549 
Increase in in force... ‘ Satie Kasia ( 624, 269, 471 





Volume of insurance lost, 1953--.-.-- 624, 269. 471 
Percent of loss es = 61.5 


1 Not shown. 


Analysis of insurance written off our books in 1953 (obtained from p. 18 of 1958 
convention blank) 


Reason for termination | Ordinary Group Total 

OO SS = ‘ = ; $10, 482,268 | $9, 659, 205 $20, 141, 473 
Maturity- es : 1, 913, 789 120, 000 2, 033, 789 
Disability--.-.-~-- a J 258, 041 258, 041 
Expiry es ; siecle 11,884,951 |. 11, 884, 951 
Surrender 3 : 41, 539, 45 237, 000 41, 776, 456 
T apse Tee : ; ' ‘ 166, 202, 947 101, 130, 237 267, 333, 184 
Decrease... --- cigs aa — 47, 305, 364 | 47, 305, 364 

to) Se eve ee es : ae 279, 328, 775 111, 404, 483 390, 733, 258 


The above figure for decrease includes about 34 millions of runoff of decreasing 
term insurance. This is in accordance with the terms of the contracts and does 
not result from policies being terminated. 


WAR RISKS AND AVIATION RISKS 
CoMBINED RuLEsS OF OccIDENTAL Lire INSURANCE COMPANY OF CALIFORNIA 
GENERAL COMMENTS 


1. These rules pertain to United States and Hawaii only. 
2. Due to rapidly changing world conditions, we reserve the right to change 
these rules without notice. 

3. General information regarding war risks is shown on page 4 of this bulletin. 

4. If an extra premium is charged for aviation, the policy is issued with world- 
wide aviation coverage. 

5. Whenever a war-exclusion clause is used, an aviation-exclusion clause will 
also be used. 

6. An Aviation Questionnaire (Form 28-BB) must be completed by applicants 
who have a history of aviation activities or who contemplate aviation activities 
in the near future. 

7. A War Risk Inquiry (Form 35-DF) must be completed by each of the follow- 
ing types of risks: 

a. Those on active duty. 

b. Those in National Guard or Reserves. 

c. All males between ages 16 and 25, inclusive. 

d. All medical doctors and dentists, 45 years of age and under. 

8. Limits: 

A. The limits shown are the amounts that can be issued without exclusion 
clauses. Additional amounts will be subject to exclusion clauses unless 
reinsurance is available. 

B. In general, reinsurance is not available for those in Categories I and 
II and Aviation Group A. However, some reinsurance may be available 
for those in Categories III and IV and Aviation Group B. 

9. Premium insurance without a war-exclusion clause will be considered on 
a war risk, provided the initial amount of actual insurance granted under the 
premium insurance when added to other insurance without a war-exclusion 
clause on the same life, does not exceed the maximum amounts of insurance 
available without a war-exclusion clause in the schedule. To calculate the 
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equivalent amount of life insurance on the applicant, use the conversion rule 
shown in section F of the rate book. 


Classification schedule 





Aviation 


— . Tor. r eatevoryv 
Description War-risk category group ! 


I. Active duty: 
A. Army, Marine Corps, Air Force: 
1. ‘Foreign’ duty expected... 
2. ‘‘Home”’ duty ‘ 
B. Navy and Coast Guard. --. 
II. Reserve: 
A. Ready (includes National Guard) - 
B. Standby 
III. Civilian potential war risks 
A. Males 16 through 25 
1. Draft class 1-A-- Il 
2. Draft class II or IIT.-. IV. 
3. Draft class [V or V_.. 
4. Not classified: 
(a) Under draft age_- IV 
(®) Others. Individual consideration _ - 
. Medical doctors and dentists: 
1. Priority I or IT... a II 
2. Priority III-. Ill 
3. Priority LV Regular limits_.-- 
C. ROTC and NROTC, (advance course) and service | II_____- tei 
Academy students. 
PD. Merchant marine__-_- : aes 
E. Foreign travel-residence (best cases) - ae ‘ be aes 


1 Applies only to cases involving an aviation risk where worldwide aviation coverage is desired. 


Category schedule 
| Limit of 
Cate-| | issue with- | 
gory | Insurance age | out war- Plan 

' | exclusion 
| clause 


Through 29 sal 2, 500 | 


Coupon plans or nonparticipating endowments of 20 

| years or less. 

| 30 to 39 5,060 | OL commercial or higher nonparticipating plans. 

40 and over | 10, 000 Do. 

Through 29 | 5, 000 | Do. 

30 to 39! 10,000 | Any plan except OLPRP. 

| 40 and over ! | 25, 000 | Do. 

| Through 29 | 30,000 | OL commercial or higher nonparticipating plans. 

30 to 39 e 75,000 | Any plan except OLPRP. 

| 40 and over (?) | 

IV | Through 29 75, 000 | Do. 
30 and over. _.. (3) 

| 








1 S} ecial consideration for larger amounts on preferred cases (except aviation risks). 
2 No restrictions amount or plan. 
§ No restrictions except for foreign travel. 








124 SALES OF COMMERCIAL LIFE INSURANCE IN EUROPE 


Aviation schedule 








1 limi 
De if R ) £1 00 % 
Ready Active 
Res duty 
Group A (Military and Reserve Aviation) worldwid 
( 
800 hours or under age 25 $2.50 per month $10, 000 
Oo \K) 
1. 25 to 29 J 91.25 pert it 10, 000 
30.00 per month 25, 000 ( 
2. Crew I iv tvp 
l rough 29 $0.50 per mont 10.000 | (1) 
d ind over $0.50 Dp month 25, 000 (‘) 
Group B (civilian aviation), world le coveragé 
1. Con 1 air] » pil Vv members 
{ Ss sand Ca 1irlines only $3 annually_-... (?) 
2. Others with no special haz United States, 
Canada, and Hawaii flying only 
(a) To 100 hours--- ($10 annually, 1 year $75, 000 
(55 annually, alter j . 
(h) 100 hours and over $5 annually... \*) 
3. Specialized aviation (United States, Canada, 
and Hawaii flying only 
(a) Helicopters, no special hazard : $5 annually... (2) 
(6) Crop dusting: 
1. Regular --. $15 annually- 75, 0%) 
2. Helicopter $10 annually... 75, 000 


(c) All others—individual consideration 


Equivalent annual 


premiu 


Disability and double indemnity 


TD WP DI Monthly Annual 


War risks: | 
Category I and II- No Ye Yes.3 $0. 50 $5. 65 
Category III and IV Yes 3 Yes Ye 1. 25 14.15 | 

Aviation risks 
Group A ‘ No Yes Yes. sa ”" 
Group B-_. 144standard‘ Yes Yes. oe 





See category schedule. 

tegular limits 

Tnless occupation of foreign travel or residence prevents consideration. 

ncome disability will be considered at 14% standard on civilian-aviation risks only if rating $5 annually or 
less per $1,000 


1 
2 
3 
‘ 


I 
l 
I 
Note—Disability and double indemnity clauses do not give unrestricted coverage to war risks. 


WAR RISKS GENERAL INFORMATION 

Military risks 

1. ‘Foreign duty” is outside the continental limits of United States, Canada, 
and Hawaii 

2. For Armed Forces personnel on active duty, the individual agent or broker 
must submit an equal number of applications on civilian risks (e. ¢., if 2 applica- 
tions are submitted on military personnel, 2 applications must be submitted on 
civilian risks before further active duty applications will be considered. Agency 
managers will control this 50-50 rule 

3. All applications must be signed while the proposed insured is in the United 
States, Canada, or Hawaii. 


Me mbe rs of Rese rve or Natior al Guard 
1. The Reserves include the National Guard and Air National Guard, both 


of which are ‘Re: dy Reserve.”’ 
2. By now all reservists should know whether they are in the Ready or the 


Standby Reserve. If not, furnish the home office with full details of reserve 
activity with the application. 

3. Retired Reserves are not subject to special rules for insurance with Occi- 
dental. 
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Civilian risks 
1. Medical doctors and dentists who have had 17 months’ active duty with the 
Armed Forces will be considered for insurance without restrictions (Do not 
count training at Government expense, such as ASTP or Navy “V” programs.) 
2. Foreign travel or residence: Each application will be considered individually. 
Special restrictions and/or extra premiums because of travel or residence will be 
used where necessary. Only the best will be placed in category IV. 


Armed Forces ratings (Army, Navy, Marine, and Coast Guard) per $1,000 of 
insurance 


1. Submarine personnel i $0.50 per month No 
2. Diver $15 annually —_-__- No 
3. Others Standard Standard 


Exurpit No. 30 


PAN-AMERICAN LIFE INSURANCE Co., 
New Orleans, La., January 24, 19585. 
Mr. Joun J. CourtTNEY, 
Special Counsel, Committee on Armed Services, 
Room 306, Old House Office Building, Washington 25, D. C. 


Dear Mr. Courtney: Thank you for your letter of January 17. 

I enclose the figures you requested for Pan-American showing the insurance in 
force at the end of 1952—ordinary, group, and total—with the corresponding new 
insurance written in 1953 and the terminations by the respective causes of termina- 
tions. I hope these figures will serve the desired purpose. 

With respect to your question on our underwriting policy on military personnel, 
it is our objective to keep our military business under 10 percent of our total 
business. This figure relates only to our United States operations. Since we write 
40 percent of our new insurance in Latin America where there is no problem of 
underwriting military personnel, a 10-percent limit on United States business 
represents an overall limit of approximately 6 percent for the company’s entire 
business. 

If we can be of any further assistance, please write us. 

Sincerely yours, 
Joun Y. Ruppock, 
Vice President and Actuary. 


Ordinary Group Total 


In force Dee. 31, 1952 ‘ $475, 647, 298 $87, 459, 486 $563, 106, 784 


1953— Paid for ; 88, 256, 850 22, 977, 709 111, 23 
Reinstated 3, 346, 872 3,3 
Increased - 460, 269 . 706, 963 ), 


Total_ . 2 92, 063, 991 , 684, 672 133, 


1953— Lapsed by: 
Death 
Maturity 
Expiry 
Surrender 
Nonp syment. 
Decrease _.- 


Total. 


In force Dec. 31, 1953__- 


In force December 1953_..--_- as — 5 178, 046 | 
In force December 1952-_-_ ~~ ‘ 563, 106, 784 
Increase in insurance in force !_.___- be 071, 262 | 


1 Shown on photostat sheet as ‘‘Volume insurance lost, 1953.” 
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Exursit No. 31 


SOUTHERN NATIONAL Lire INSURANCE Co., 
Baton Rouge, La., February 11, 1955. 
Mr. Joun J. CourRTNEY, 
Special Counsel, Committee on Armed Services, 
Room 806, Old House O fice 3uilding, Washington 25, D. C 


DeaR Srr: With reference to your letter and comparative statement relative to 
lapse ratios of various companies I submit to vou the following information. 

Our records reveal that the lapse ratio as shown for our company on the state- 
ment is comprised of mainly the lapse on our industris ul business. The lapse ratio 
on industrial, or weekly premium, is much higher than that on ordinary life 
because of our dealing with weekly premiums rather than annual premiums and 
also dealing with people that de not alwavs have the ability to continue premium 
payments due to loss of jobs, moving without leaving a forwarding address, ete. 
We find if we pull out the lapses due to death claims, maturities and surrendered 
policies that the percentage ratio should be about 3 percent lower than that shown 
on the statement. 

To help you further we have also made a comparison of lapse on our ordinary 
business which is the same tvpe of business as is done by the first 15 companies 
shown on your statement. Our lapse ratio of ordinary business is 38.2 which is 
comparative to the average of the first 15 companies and is considered favorable. 

Relative to the paragraph concerning our policy of insuring military personnel 
and the assumption of war risk our underwriting department has been instructed 
to issue policies in a maximum amount of $5,000 on a single life only to those 
persons above the first three pay grades. We are a relatively small company and 
feel that this should be our maximum retention. 

I regret this information is somewhat late getting to you but hope that it will 
be of some assistance to you and your committee, 

Very truly yours, 
L. E. Carrer. 





Exuisit No. 32 


THe Minnesota Murua. Lire INsurance Co., 
Paul 1, Minn., January 21, 1955. 
Mr. Joun J. CourTNEY, 
Special Counsel, Committee on Armed Services, 
Room 806, Old House Office Building, Washington 25, D.C. 

Mr. Courtney, I am pleased to give you a breakdown of the volume of insur- 
ance lost in 1953 as shown for our company in the exhibit attached to your letter. 
These figures are taken directly from the official statement made by the company 
to the various State insurance departments for the year 1953. 


Surrenders Setters oe acing _ $13, 042, 055 
Lapses _ - WR og gee ; a . 39, 766, 672 
Decreases, voluntary. Oc ce Sey ox ach at ae Dew ane 8, 591, 189 
Gross voluntary terminations - - - - pes re —s oe 399, 916 
Less reinstatements and increases !____-_- a , 392, 450 
Net voluntary terminations___-____------ oe 1 47, 077, 466 
I oe ee re es ee oe 2 vie 4: 796, 801 
Maturities_______- | i SD i) ee ‘ 7 1, 113, 818 
OS Se Se eee ‘ ‘ 77, 965 
Expiries_ _ _ _- Bert oe, Se eve oe Sn A eae 207, 351 
Contractual decreases_.._..._____-- : rua Se ce 3, 396, 016 
cg eee scious ae 599, 417 

To reconcile: 
Add back reinstatements and increases ies Oe 
Gross ‘‘volume lost’’__-._.___- a 70, 96 ‘1, 867 


1 Included with the $200,757,287 “‘Insurance written”’ figure in your exhibit. 
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Even with this breakdown may we still respectively caution against compari- 
sons between companies on the basis of these figures. Such figures may be quite 
misleading without a searching and extensive analysis of the types of business 
done, the volumes of new business written over the past several years, and so on, 

You have asked what percentage of our total new business might safely be 
written on military risks. Again, this would depend on the distribution of such 
business by grade, branch, and military occupational specialty, maximum amounts 
taken on any one life, quality of the writing agent, circumstances under which 
the business is written, and so on. If these factors can be properly controlled 
we feel the company might be able to go as high as 10 or 12 percent of its total 
business, 

I hope our answer will be of some assistance to you in your important work. 


J. 8. Hin, Actuary. 


THe MinNeEsota Moutvuat Lire INSURANCE Co., 
St. Paul 1, Minn., February 4, 1956. 
Mr. Joun J. CouRTNEY, 
Special Counsel, Armed Services Committee, 
Room 806, Old House Office Building, Washington 25, D. C.: 

Thank you, Mr. Courtney, for your kind letter of January 26 and for extending 
to us the privilege of making a statement concerning the material presented to 
the subcommittee by the European Association of Life Underwriters. 

As you have observed in your previous letter, the ‘percentage of loss’’ figures 
as shown in the photostatic copy of figures on 30 American companies are not 
meaningful. 

The amount of insurance which terminates in any | year is, of course, somewhat 
affected by the amount of insurance written in that year. The amount terminated 
must also, of course, be substantially affected by the total amount of insurance 
in force at the beginning of the year. The “percentage of loss’ figure ignores 
this latter fact entirely. It is the experience of most actuaries or statisticians 
who have attempted to study termination rate that satisfactory figures can be 
obtained only when the data studied is confined to groups of policies which are 
reasonably homogeneous with reference to the type of insurance and certainly the 
length of time since the insurance was written. Many other factors also affect 
lapse rates such as plans of insurance, classes of individuals insured, purposes 
for which the insurance is sold and so on. 

Frankly, Mr. Courtney, I believe there are only two ways in which satisfactory 
figures of this nature could be obtained. One possibility is from one or more of 
the various reputable trade organizations as the Institute of Life Insurance, the 
Life Insurance Association of America, the American Life Convention or the 
Life Insurance Agency Management Association. The other would be to engage 
the services of an independent actuary to study the termination rates of the 
companies in question and compare them with those of recognized companies. 

Please let me know if I can be of any further service. 

J.S. Hinu, Actuary. 


Exuipit No. 33 


NORTHWESTERN NATIONAL Lire INSURANCE Co.,, 
Minneapolis, Minn., January 24, 1956. 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 25, D. C. 
Dear Mr. Courtney: In response to your letter of January 17, we are enclosing 
a photostatic copy of our insurance exhibit from our annual statement for 1953. 


This exhibit shows the breakdown of terminations from various causes for each 
class of business on our books. 
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Th ¢ wuowing is a brief outline of our rules covering issues of insurance to men 
in the armed services. Up to the amounts shown, we will issue insurance without 
any war risk rider. 


Commissioned officers age 40 or over with rank of major or lieutenant 


commander or higher_ Pai eet Baie : - usa Seb, OOO 
Commissioned officers and warrant officers in noncombatant services___ 25, 000 
Submarine service (with an extra annual premium of $3) ee en 10, 000 
All others_______- a a at 10, OOO 


All of the aboye refers to men in the armed services not subject to aviation 
hazards. 

Our compensation system for our agents is so set up that lapsation is taken into 
account in determining the rate of commission. High lapsation sharply reduces 
the agent’s overall commissions. Because our agents are aware that policies 
sold to young men in the armed services are quite likely to lapse, they rarely 
solicit this type of business. We have some few men who occasionally submit 
cases on commissioned officer personnel who are more mature and stable and 
where the persistency of business is likely to be satisfactory. 

Cordially. 
W. R. JENKINS, 
First Vice President. 
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Exuipit No. 34 


House OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington 25, D. C., February 15, 1955 
GENERAL COUNSEL, AMERICAN NATIONAL INSURANCE Co., 
Galveston, Tex. 

Dear Srr: Under date of January 17, 1955, the subcommittee addressed a 
letter to you in which was enclosed a statement of information relating to your 
company and furnished to us by the European Association of Life Underwriters 
for a comparison of your financial and underwriting position with that of 14 
companies operating in the European theater. 

There were 30 companies on the list. As of this date, you are 1 of 4 who have 
not answered the subcommittee’s letter. This information is soon to be put into 

ublic document and unless we hear from you, we can only presume that the 
lasanean Association of Life Underwriters has correctly represented your position. 
We would appreciate it if you would review the files on this subject and indicate 
your position with respect thereto. 

Please be advised that the subecommittee’s hearings on this subject commence 
on February 23. At that time, the record will be closed. 

Your prompt attention to these matters will be appreciated. 

Sincerely yours, 
JoHN J. Courtney, Special Counsel. 


(CoMMITTEE NOTE.—No response from this company to letter of January 17 
or letter of February 15.) 





Exuisit No. 35 


AMICABLE Lire INSURANCE Co., 
Waco, Tex., February 11, 1956. 
Mr. JoHn J. CourRTNeEY, 
Special Counsel, Committee on Armed Services, 
Old House Office Building, Washington 25, D. C. 

Dear Str: This will acknowledge receipt of vour letter of January 17, 1955, 
and the comparative statement prepared by the European Association of Life 
Underwriters which was enclosed. I should like to say that I regret very much 
that my company’s name appears on any statements prepared by said association. 
I personally resent, for a number of reasons, their use of my company’s name or 
my company’s experience, either orally or printed, in any of their sales material 
or in defense of any of their actions. Since they have seen fit to use the Amicable 
Life Insurance Co. in their comparative statement, I would like to make some addi- 
tions to this statement as well as some corrections: 


Additions 

Date organized: February 2, 1909. 

Commenced business: April 2, 1910. 

Total admitted assets, December 31, 1953: $41,305,913.58. 

Policyholders’ reserve, December 31, 1953: $37,003,390. 15. 

Total capital and surplus, December 31, 1953: $2,816,337.53. 

Business transacted in State of Texas only. 

Plans of insurance offered: Standard accepted plans generally offered by the 
legitimate life companies. We do not offer any form of ‘‘tontine,’’ “pure endow- 
ments”’ or coupon contracts. 


Corrections 


The amounts shown in the comparative statement for ‘Insurance in force De- 
cember 31, 1952,” “Insurance in force December 31, 1953” and ‘‘Insurance written 
in 1953” are correctly stated. The figure shown for ‘‘Volume insurance lost, 
1953” is in error as can readily be determined from the figures quoted. In accord- 
ance with the method used on this comparative statement, the amount for volume 
lost 1953 should be $18,206,163, which amount is the total of all terminations and 
is detailed below: 
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Terminated by reason of death (beneficiaries paid $841,283)_______ $841, 2 
Terminated as matured endowments (the insureds were paid 
$242,747) _.... : 7 - 242, 747 


Terminated for cash surrender value (the insureds were paid 
$458,796.71 in cash values) - - “oe weaves tp i See 


Terminated as expiring from extended term and other term __-- 402, 902 
Terminated as lapse for nonpayment of premium . 14, 624, 797 


Total of all terminations............... 18, 206, 16% 


If this total termination is used, then the corresponding ‘‘percent of lapse’’ in 
accordance with their method should be 52.3. If the total of lapsed business of 
$14,624,797 were used, the percentage of lapses by the same method would be 42.0. 

Under the formula used by Alfred M. Best & Co., the lapse ratio for the Amicable 
Life is determined as 7.3 percent for 1953. 

The Amicable has, for many years, operated only in the State of Texas. We 
do not allow solicitation of insurance, military or civilian, outside the State of 
Texas. We have allowed solicitation of insurance on the lives of men in military 
service for very conservative amounts of insurance, but only to men who are 
stationed on some military bases in Texas. We do not allow solicitation on any 
military installation that is outside of Texas. 

Our present underwriting practices allow our agents to solicit military personnel 
stationed on some specified military bases in Texas in accordance with the following 
rules which are quoted from a letter to our agents dated May 7, 1954: 


May 7, 1954. 
RULES REGARDING WAR HAZARD RISKS 


Effective immediately, the following rules regarding our practice in underwriting 
military personnel will supersede previously outlined rules. 

1. The war risk and aviation exclusion rider will be required on all Marine 
Corps personnel and on personnel of other branches of military service who are 
subject to an aviation hazard, and on all military personnel who have been alerted 
or ordered for service abroad at the time the application is submitted. 

2. Army, Air Force, and naval personnel not restricted under paragraph 1, with 
ratings in pay grade k—3 or K—4, will be considered for $2,500 insurance on life 
and endowment plans without the war risk and aviation exclusion rider. The 
$2,500 insurance amount includes insurance now in force with this company. 

3. Army, Air Force, and naval personnel not restricted under paragraph 1, with 
ratings in pay grades K—5 through K-—7, inclusive, as well as officer personnel, will 
be considered for $5,000 insurance on life and endowment plans without war risk 
and aviation exclusion rider. This $5,000 insurance amount includes insurance 
now in force with this company. 

4. Only applications for permanent plans of insurance will be considered on 
persons described in paragraphs 2 and 3. The amounts of insurance and the plan 
of insurance applied for must be in compliance with the company’s minimum 
amount requirements for individual plans of insurance. Applications on persons 
described in paragraphs 2 and 3 for term insurance, supplemental term riders or 
family income riders will not be accepted. 

In addition to the above, those agents who write military business have been 
limited to a total of $25,000 of insurance per month of such business. 

Our restrictions placed on military business are not because of the hazardous 
occupation alone. A reasonable amount of life insurance is a gratuity from the 
Government to each person in military service. Comparatively few in military 
service have need of life insurance in excess of the gratuitous amount, or have 
surplus funds available from their pay to invest in an insurance program. 

Time does not permit us to make a careful audit of our insurance in force, but I 
believe that less than 2 percent of our total insurance in force has been written on 
people while in active military service. 

All of the Texas life insurance companies have suffered from the stigma created 
by the practices of a few companies and we wish for you and your committee 
success in your efforts to ascertain the truth. 

I want to thank you for your letter and I appreciate the opportunity of making 
the comments contained herein. If you have need of any additional information 
concerning our company, I shall be happy to cooperate in every way possible. 

Yours very truly, 
FRANKLIN SMITH, 
Vice President and Actuary. 
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Exuisit No. 36 


SOUTHWESTERN LIFE INSURANCE Co., 
Dallas, Tex., Februery 2, 1956 
Mr. Joun J. Courtney, 
Special Counsel, Committee on Armed Services, 
Room 306, Old House Office Building, 
Washington 25, D. C. 


Dear Mr. Courtney: We duly received your letter of Monday, the 17th of 
January, with reference to the Defense Activities Subcommittee of the Armed 
Services Committee which is currently conducting an investigation into the 
licensing of insurance companies by the armed services, with particular reference 
to the European theater. 

Attached to your letter is a “record of cancellations of certain life insurance 
companies (reference—Best’s Life Insurance Reports 1954).” 

We have endeavored to verify the figures set forth in this exhibit. There are 
numerous errors. 

It does not seem to us that the European Association of Life Underwriters have 
followed correct principles in arriving at their figures. On the contrary, it seems 
to us that a termination rate should rather be based on a ratio of voluntary termi- 
nations compared with the entire volume of business that was subject to such 
voluntary termination. 

I may say that in this office we each month determine the lapse ratio. For our 
purpose it is found by adding to the volume of insurance in force at the beginning 
of the year business issued during the year, and dividing the result into the sum of 
surrenders, lapses, and decreases less the sum of revivals and increases. For the 
year 1953, which is the year in question, our ratio was 3.63 percent on ordinary 
business. 

We have abstracted from the policy exhibit in our conyention report for the 
year 1953, which report we filed in the early part of 1954, a breakdown of termina- 
tions into the various causes of terminations. This abstract from the convention 
statement is an enclosure to this letter. 

In your letter you submit the following question to us: “What percentage of 
your total life insurance would, in your experience and judgment, be a sound 
policy for your company from the standpoint of underwriting?” 

It is our best judgment that it would not be sound policy for this company if 
the insurance in force on the lives of officers and enlisted personnel of the Armed 
Forces of the United States was in excess of 3 percent of the total life insurance in 
force in this company. 

It would be quite difficult to give you an exact statement of the present per- 
centage of our life insurance in force which is on the lives of officers and enlisted 
personnel. However, we have made a check of our premium income which is 
remitted to us by the Armed Forces as a result of allotment by officers and enlisted 
personnel. Of the premium income we collected in 1954, less than one-half of 1 
percent was received by us by allotment from the Armed Forces. 

We have made some endeavor to compare the lapse ratio on policies in force 
in this company on the lives of officers and enlisted personnel of the Armed Forces 
with the rest of our business. As far as our investigation has gone we discover 
that the lapse ratio of the Armed Forces is relatively favorable as far as this 
company is concerned. 

Shortly after the commencement of the Korean conflict we wrote to all field 
representatives of this company that policies thereafter issued to members of the 
Armed Forces would contain a war rider. For your information I attach to this 
letter a specimen of the war rider which we adopted on the Ist of August 1950. 

In order to avoid misunderstanding I would like to add that all policies issued 
by this company prior to the commencement of the Korean conflict were free of 
restriction as to military or naval service. In other words, if any such policy 
issued prior to the Korean conflict contained a war rider, the war rider had been 
canceled by us and was no longer in effect. 

From that date in August 1950, it has been our custom to insert a war rider in 
all policies issued to those already inducted or about to be inducted into the 
Armed Forces. 

You will observe that the use of this war rider placed us in a noncompetitive 
position and the amount of insurance written by us since August 1950, on the 
lives of officers and enlisted personnel has been negligible. 

Yours very truly, 
ArtTHUR CoBuRN, Vice President. 
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Ordinary Group 
| insurance insurance 


— 
| 
Total 
| 


| | | 
In force, Dee. 31, 1952. ; ‘ ...--| $862, 361, 757 | $117, 360,164 | $979, 721, 


Issued, revived, increased__- wanna : Se .---| 106,634,703 | 47,045, 626 | 153, 680, 
Total ; idee teal 968, 996.460 | 164,405,790 | 1, 133, 402, 2: 


“Contractual” terminations: 
Death claims a y ee = saa ace weak acaeacea a en aca 4,951, 546 643, 528 | 5, 595, 
Maturities _ ; ; ; - h 8 eee , 558, 
Expiries_-__- ‘ — eee, 378, 715 7, 52 386, 23! 


ee aban ; js a= anal 7 156 651, 8, 540, 
Net change from group to ordinary, annuity to ordinary, ete. | | 
(designated as transfers) je waatvauweakes 482, 767 | —373, 109, 4! 


Changes caused by change in employment status, salary, or 
other action of employer: | 
Group surrenders a ae sae 3, 446, 
Group lapses 5 ; 7 seceeokaell | 20, 284, 
Group decreases : oak eeooie 93, 


Total cau ; | 23,824, 23, 824, 
“Voluntary” ordinary terminations: | | 
Surrenders sb schosistivn such cai aeaieip wate aaa 16, 273, 525 |_-- ake | 16, 273, 
Lapses one edsia 18, 930, 179 18, 930, 179 
Decreases ach ie iaieaanel 883, 331 | | 883, 
Tota) 36, 087, 035 3h. O87. 035 


In force, Dec. 31, 1953_..........--- ; 925, 503,036 | 139, 556,897 | 1,065, 059, 933 


Percent 
European ratio ; tinnudavendidend . 55.6 
Corrected European ratio ae alate 44.5 
European ordinary ratio = 7 . : a aa 40.8 
European voluntary ordinary ratio aie a ve ne a 33.8 


[Specimen] 
WAR RIDER 


Attached to and made a part of Policy No. 
on the life of ___-- 
(herein called the Insured). 


1. CONDITIONS RELATING TO NAVAL AND MILITARY SERVICE, AND AVIATION ACTIVITIES 


This Policy is issued upon the conditions that 


(a) If the death of the Insured should result, directly or indirectly, from 
naval or military service performed beyond the limits of the forty-eight states 
of the United States and the District of Columbia in time of war, declared 
or undeclared, or 

(b) If the death of the Insured should result, directly or indirectly, from 
operating, riding in, or descending from any naval or military aircraft of any 
kind, anywhere; 

then, in any such event, the liability of the Company hereunder shall be an 
amount equal to the sum of the premiums theretofore actually paid on the policy, 
with interest at the rate of three percent, compounded annually, less any existing 
indebtedness on the policy. 

These conditions of the policy relating to naval and military service in time of 
war and aviation activities shall terminate five years from the date of this Policy 
and thereafter shall be of no further force or effect. 


2. INCONTESTABILITY 


The provision on the second page of this Policy entitled “Incontestability”’ is 
hereby amended to read as follows: 
This Policy shall be incontestable after the first policy year except for 
nonpayment of premiums and except for violation of the conditions of the 
policy relating to naval and military services in time of war. 


G. L. SoettTEr, Secretary. 
Date... 


O 





